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Ours F Different 
F rom Vours 


Every business is different 


from every other. Our bus- 
iness is different in that we’re 
able to recognize the haz- 
ards in your business and to 
protect you against losses 
because of them. We’re not 
speaking of mental hazards, 
now.. Don’t misunderstand 
us. We're speaking of haz- 
ards that constantly threaten 
to destroy your property - - 
your yacht -- your golf clubs 
--even your other pair of 
pants. Now that you recog- 
nize you do have an insur- 
ance problem take advantage 
of our insurance analysis 
service. There is nocharge. 


SINCE 1854 


THE PHOENIX 
INSURANCE COMPANY 


OF HARTFORD, CONNECTICUT 


Cash Capital...........ce06 $6,000,000.00 


Surplus to Policyholders. .. .$44,182,317.01 








Shall I Buy — 
Shall I Sell 
Stocks_Now? 


If you know when it is safe to buy 
and wise to sell stocks—if you act on 
your knowledge promptly — risks 
are minimized, maximum profits 
possible. 


T. E. Rassieur Trend Interpreta- 
tion Service offers you definite 
buying and selling advice based 
strictly and solely on interpretations 
of long-term and short-term trends 
arrived at by precise mathemat- 
ical computation. 


T. E. Rassieur Trend Interpreta- 
tion Service is unique in the finan- 
cial field, neither duplicating nor 
overlapping the service of any exist- 
ing system or organization. 


The principles and scope of this 
service are explained in a compre- 
hensive free booklet: ‘‘TREND 
INTERPRETATION.” Write for it. No 


obligation. 


T. E. RASSIEUR 


Trend Interpretation Service 


1629 Continental Bldg., St. Louis, Mo. 
Vi 


DD DD DD DD DD nD 0 8) 0) 


CCE ICI rt rt r rrr trtrtrtrtrertrrertrtrtrerererererer. 





~ 
Co 











THE MAGAZINE OF 


WALL STREET 
and BUSINESS ANALYST 


Member of Audit Bureau of Circulations 











Volume 60 No. 2 May 8, 1937 
The Ticker Publishing Company is affiliated by common ownership with the Invest- 
ment Management Service and with no other organization. It publishes only The 
Magazine of Wall Street and Business Analyst, issued by-weekly; Adjustable Stock 
Ratings, issued monthly; and The Investment and Business Forecast, issued weekly. 
Neither the Ticker Publishing Company nor any affiliated service or publication has 
anything for sale but information and advice. No securities or funds are handled 
under any circumstances for any client or subscriber. 








CONTENTS 


THE TREND OF EVENTS 73 
Ten Sound Stocks to Buy Now 75 
The Stock Market Through May. By A. T. Miller 76 
Industries for Investment Today. By John D. C. Weldon 78 
Security Yields & Business Activity. 81 
Happening in Washington. By E. K. T. 82 
Building Recovery to Continue. By George W. Mathis 84 
Outlook for Railroad Earnings. By Roger Carleson 86 
Dictatorship on the Decline. By Dr. Paul Schellenberg 89 
The Glidden Company. By Arthur M. Leinbach 91 
Further Improvement for Rubber Companies Expected. 

By Morton L. Sutherland 95 
What Federal Power Means to Industry and Investors. 

Part II. By Francis C. Fullerton 97 
Bright Outlook for Farm Equipments. By Edwin A. Barnes _ 100 
FOR PROFIT AND INCOME . 102 
Consolidated Edison Co. of N. Y. By J. C. Clifford 104 
Stocks for Income and Price Appreciation. By Stanley Devlin. 106 
Bond Suggestions. By J. S. Williams 109 
THE BUSINESS ANALYST 

Taking the Pulse of Business 110 

Essential Statistics 113 
ANSWERS TO INQUIRIES . 114 
New York Stock Exchange 116 
New York Curb Exchange 13 
Bank, Insurance and Investment Trust Stocks 131 





Copyright, 1937, by the Ticker Publishing Co., Inc., 90 Broad St., New York, N. Y. 
C. G. Wyckoff, President and Treasurer. E. Kenneth Burger, Vice-President and Man- 
aging Editor. Ralph J. Schoonmaker, Secretary. The information herein is obtained 
from reliable sources and while not guaranteed we believe it to be accurate. Single copies 
on newsstands in U. S. and Canada, 35 cents. Place a standing order with your newsdealer 
and he will secure copies regularly. Entered as second-class matter January 30, 1915, at 
P. O., New York, N. Y., Act of March 3, 1879. Published every other Saturday. 


SUBSCRIPTION PRICE—$7.50 a year in advance in the United States and its pos- 
sessions, Canada and Pan-American. Foreign, $8.50. Please send International Money 
Order or United States Currency. 


TO CHANGE ADDRESS—Write us your name and old address in full, new address 
in full and get notice to us three weeks before you desire magazine sent to the new address. 


EUROPEAN REPRESENTATIVES—International News Co., Ltd., Breams Bldg., 
London, E. C. 4, England. 
Cable Address—Tickerpub. 











When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 



























— 











With Th\e Editors 





Investment Versus Speculation 


PRESIDENT Rooskrve_t has warned 
Government employees, and the gen- 
eral public, against speculation as 
distinct from bona fide investment. 
Well, none can quarrel with that 
generalization—but defining the pre- 
cise boundary line between specula- 
tion and investment would tax the 
wisdom of a Solomon. 

Is one a speculator because he bor- 
rows part of the money required to 
purchase a stock or a bond? Per- 
haps, but this is precisely the method 
used by most of us in buying a house 
or any other costly article. Does it 
turn upon the matter of time? Is a 
stock an investment if it is held for 
a year or longer and a speculation if 
held for a shorter time? Does it 
hinge upon the basic quality of the 
security bought, so that the buyer 
of a “sound” dividend-paying stock 
is an investor and the buyer of non- 
dividend-paying stocks a speculator? 

Or is the difference one of motive? 
Is one a speculator in buying with 
hope of profit but an investor if 
buying for income return? If so, 
virtually every owner of stocks, 


whether or not he pays cash and 
tucks his certificates away in the 
strong box, is a speculator. Every 
investor in equities expects or hopes 
for appreciation as well as income 
return. 

Perhaps one of the best definitions 
we have heard is that the art of 
investment seeks to preserve capital 
and reasonable return against future 
developments and_ contingencies; 
while the art of speculation seeks a 
benefit from anticipating future de- 
velopments. The word speculation 
itself is much abused, too often 
synonymous in speech and practice 
with gambling. As proudly pointed 
out by Bernard Baruch, a successful 
and unashamed speculator, the word 
means—as you will see by tracing it 
back in the dictionary to its Latin 
origin—to look ahead, to foresee and 
to take advantage of what you sce 
coming. 

Used in that sense, every investor 
will be well advised to speculate. 
The seas over which he steers his 
course in stocks or bonds are filled 
with jagged rocks and reefs. He will 


never be safe from loss of capital 
merely because he has paid cash for 
his securities and locked them away. 
The mortality of invested capital 
over any generation—much less a 
lifetime—is enormous. Capital is 
forever relentlessly competing with 
other capital. New industries and 
new products and new methods are 
ceaselessly sounding the death knell 
of the old. The most crowded of all 
cemeteries is the graveyard of dead 
securities. There is no need to cite 
ancient mortality statistics. The fact 
that in the single year 1935, some 
375,000 commercial and industrial 
enterprises went out of business and 
390,000 new ones started in is suffi- 
cient to illustrate the point. 

Nevertheless, human nature being 
what it is, most of us will continue 
to invest or speculate for income 
and profit. After all, it is possible to 
do so successfully. Some do, with 
full knowledge that all the powers 
of Government can neither protect 
them from possible loss nor assure 
them either continued income return 
or appreciation. 
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FOR THE FARM 
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Rural electrification breaks down the fences between farm and city life... between 


agriculture and other industries. It makes farming easter and more profitable. 


——" LTURE \merica’s 
No. 1 Industry — asks for no 
more than an equal footing with 
other industries. Farm wives seek 
only the same relief from daily 
drudgery which their city sisters 
have enjoyed for many years. 
That is why the most permanent 
and valuable kind of ‘‘farm relief”’ is 
thesnread of electricity +o rural areas. 
To the farmer it brings new and 


more profitabic methods of opera- 





Westinghouse 
ie nen tit nr 


tion. To his home it brings bright- 
ness and cheer. Electricity pumps 
the water, preserves and cooks the 
food, does the washing, ironing 
and cleaning without taxing youth 
or strength. Its magic melts away 
the traditional disadvantages of 
rural life that have led so many of 
its children to desert it for the city. 

The work of Westinghouse, in 
helping to extend electricity over 


ever-wider areas at ever-lowering 


cost, began with the very develop- 
ment that first made long distance 
electrical transmission possible — 
the alternating current system. To- 
day, Westinghouse still works un- 
ceasingly to bring the benefits of 
electricity to places where it is not 
yet enjoyed. We believe this cause 
is worthy, not only of our own un- 
tiring efforts, but of unqualified 
support by every one interested in 


America’s economic welfare. 
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SINESS 1 


The Trend of Events 


PRICE OF GOLD ... The highest officials of our 
Government have repeatedly denied any intention of 
lowering the price that the Treasury will pay for for- 
eign gold as a means of checking further undesired 
imports of the metal. Despite these denials, world mar- 
kets remain nervous; and Secretary Morgenthau’s reiter- 
ation that New Deal monetary policy remains “on a 
24-hour basis” is something less than reassuring. If the 
gold price scare is to be completely dissipated, it will 
probably require action, rather than words. 

The simplest way out of the present dilemma would 
be to stop sterilizing imported gold. This would relieve 
the Treasury of the necessity of borrowing funds with 
which to buy such gold. True, reversal of the present 
policy would mean renewed expansion of excess reserves 
of member banks. What of it? The only excessive use 
of credit today is by the Government. Bank loans on 
securities and on real estate—elements of danger in the 
last boom—have shown no material expansion from 
what they were at the very bottom of the depression. 
Commercial loans have shown a normal, moderate and 
sound advance, in line with reviving business. Between 
1929 and March, 1933, thousands of poorly managed 
banks passed out of the picture, never to return. The 
survivors are a “different breed of cats” and the lessons 
of the great deflation are well remembered. The fear 
that the banks will run wild on credit expansion merely 


because their reserve position would permit it is ludi- 
crous. 

Speculative psychology in the security and commo- 
dity markets and in the price and buying policies of 
business men has met with a severe check. In this 
setting no harm whatever would be done by allowing 
foreign gold once more to flow into our potential credit 
base. With war fears waning and with probability of 
some intermediate business recession in this country this 
summer, the chances are that the flow of “hot money” 
this way will taper off if not be reversed. Meanwhile 
the fear that our Government will ever take a loss of 
its holdings of what is still the world’s prized money 
metal is beyond credulity. 


ANTI-TRUST DRIVE ... To American business the most 
disconcerting thing about the Roosevelt Administration 
is not any specific policy but the continuing zig-zag 
between basically contradictory policies. In 1933 the 
anti-trust laws were tacitly laid on the shelf by the New 
Deal. Through the N R A and otherwise policies of 
production control and price-fixing were not only en- 
couraged but sponsored. Now suddenly an anti-trust 
drive is launched, with citation of the Aluminum Com- 
pany of America as a monopoly and with announcement 
that the Department of Justice will ask Congress to 








Business, Financtat and INvESTMENT COUNSELORS * 








1907 — “Over Twenty-Nine Years of Service” — 1937 














MAY 8, 1937 






73 











consider strengthening the present anti-trust laws. 

Of course, if the President has definitely turned his 
face against price-fixing and production control, he is 
on sound economic ground. But how does this square 
with his continuing determination to reshape the Su- 
preme Court in order to validate a mass of far-reaching 
legislation the purpose of which is to establish a con- 
trolled economy along modified N R A lines? A free 
and competitive economy, subject to minimum restraints 
in the public interest, can be had under existing law. 
A controlled economy, whether directed by bureaucrats 
or private monopolists, will be essentially monopolistic, 
as we see in Germany and Italy. 

Outside of the utilities and railroads, which have a 
territorial monopoly—as they should have—and which 
are regulated, the area of American business that is 
subject to monopolistic production and price policies is, 
in our opinion, a relatively small one. At any rate, we 
see no reason why the President or the Attorney General 
or the Federal Trade Commission should not speak out 
frankly on this subject. The public will not tolerate 
unregulated monopolies that exact excessive prices. 
Name them, Mr. President. Negotiation, backed by 
public opinion, is often a better way of correcting such 
‘abuses as exist than long drawn out litigation of doubtful 
outcome. Meanwhile vague and blanket indictment must 
necessarily constitute another blow to badly needed 
business confidence. 





UNEMPLOYMENT PROBLEM ... Employment in manu- 
facturing industries on April 1 amounted to approxi- 
mately 11,000,000 workers and thus was back to the 
1929 level, according to data collected by the National 
Association of Manufacturers. The factory employment 
index of the United States Department of Labor for 
March was 101 per cent of the 1923-1925 average. It 
therefore checks fairly closely with the findings of the 
Association of Manufacturers, since 1929 employment 
was not greatly different in volume from 1923-1925 
employment. 

Even if allowance be made for growth of population 
during the depression years, employment in manufac- 
turing industry is manifestly only some 4 or 5 per cent 
under former peak levels. A full recovery in per capita 
industrial production—still in a depression zone—can 
easily absorb all unemployed persons capable of factory 
work and willing to take it. 

The above figures and the statistics of workers regis- 
tered with the Social Security Board, as cited by 
Senator Vandenberg, suggest very strongly that the true 
proportions of the unemployment problem have been 
persistently exaggerated by the Administration. Why? 
Is it to justify spending just for the sake of distributing 
borrowed purchasing power? Or is it, perhaps, for the 
still more indefensible purpose of perpetuating a politica] 
machine of relief voters? 

It is quite evident that there is a sub-surface “smell” 
about the Federal relief policy that more and more 
citizens do not like. They will like it still less—and will 








make their distrust increasingly apparent to their repre- 
sentatives in Congress—if the Administration continues 
to dodge taking a census of employment. The country 
is growing weary of official guesses on this question, and 
so, it seems, are more and more Senators and Represen- 
tatives, who are now none too comfortable as Ringmaster 
Farley cracks the whip they have placed in his hands. 
Gen. Hugh Johnson has suggested a practical method— 
that used in our World War draft—by which an up to 
date census could be quickly taken. Relief is the biggest 
factor in the unbalanced Federal budget. There is no 
excuse whatever for further haphazard, happy-go-lucky 
administration of what is now the worst run business in 
the country. 


INSTALLMENT SALES ... From a staggering total of 
$7,000,000,000 the volume of installment sales has risen 
over the past four years to the even more amazing total 
of $13,000,000,000. Although this is still somewhat under 
the figure estimated for 1929, installment sales now 
make up a larger proportion of total sales than ever 
before. When the investor considers this subject, he 
usually thinks of it in terms of the finance companies— 
the prospects for earnings and dividends and so forth. 
Installment sales, however, have now reached so large 
a proportion of all retail sales that they have become 
a matter of prime importance to the owners of almost 
every retail business. Today, apparently one must sell 
on the installment plan or not at all. Even R. H. Macy 
of New York City, whose “all cash” policy has made the 
store famous, shows some slight signs of bowing to the 
times. Although it is still true that “no one is in debt 
at Macy’s,” one can be in debt to the Morris Plan 
Bank for goods bought at Macy’s—a distinction with 
very little difference except to Macy’s. 

The tremendous growth of installment sales is raising 
all kinds of problems for the retailer. There is the ques- 
tion of the working capital that is tied up in deferred 
payments. Then there is the problem as to whether the 
retailer should finance such sales himself and, if so, how: 
or whether rediscounting arrangements should be made 
with some organization that makes a business of install- 
ment financing. Retailers today are traveling fast on 
the installment band-wagon without knowing very much 
about the situation. With a view to finding out more 
about the business, the National Retail Dry Goods 
Association is sending a questionnaire to its members. 
The results will be useful not only to the members, but 
to economists and also to stockholders in retail trade 
companies. 


THE MARKET PROSPECT .. . Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 76. The coun- 
sel embodied in the feature should be considered in 
connection with all investment suggestions, elsewhere in 
this issue. 

Monday, May 3, 1987. 
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Pcxsin several months of increasingly — selective 
advance in the stock market prior to the recent reac- 
tion a cautious policy as regards new investment pur- 
chases and intermediate-term trading operations was 
consistently urged in the market forecast articles of 


A. T. Miller, as presented on the following two pages _ 


in each issue of THe Macazine or Watt Srreer. This 
view took into account sub-surface indications of waning 
investment demand, dangerous tendencies in the com- 
modity markets and in forward-stocking of goods, the 
slackened rate of credit expansion and the veering of 
the Roosevelt Administration from a four-year policy 
of expansionism to one of control. Its soundness has 
been amply demonstrated. 


Ten Sound Stocks to Buy Now 





At the present time the average industrial equity has 
cancelled some 43 per cent of the entire advance of the 
past year, and the average railroad stock 31 per cent. 
Renewed support is now being met around the 170 
level in the Dow-Jones industrial average or almost 
precisely the point indicated as a maximum of probable 
reaction in Mr. Miller’s analysis a fortnight ago. This 
publication now feels that discriminating purchases for 
investment and longer range speculative purposes can 
be recommended with greater confidence than in many 
months. As a special feature, a list of ten favored 
stocks is presented below. The timing of purchases 
should be considered in relation to the counsel in our 
regular market article, beginning on the following page. 





National Lead . . . The leading fabricator of lead prod- 
ucts and a foremost manufacturer of paints and pig- 
ments. Characterized by highly conservative financial 
and managerial policies. Earned $1.71 a share in 1936 
and it has been officially reported that current opera- 
tions are at the best level in many years. 


Continental Oil . . . Large integrated oil unit, having 
crude output in excess of refinery requirements and 
consequently in a position to benefit from higher crude 
prices currently in effect. Earned $2.05 a share last 
year and charged off the equivalent of $1.92 a share for 
intangible development costs. First quarter net equal 
to 79 cents a share vs. 45 cents a year ago. 


Southern Pacific . . . Earnings staged a strong come- 
back last year and upward trend has displayed pro- 
nounced vigor thus far this year. Consolidated 1936 
arnings were $2.96 a share, comparing with a loss of 
$1,728,240 in 1935. Financial position secure. March 
increase of around 30% in gross greater than that 
for railroad industry as whole. Traffic prospects are 
favorable for balance of year. 


U. S. Rubber . . . Last year a 25% increase in sales 
resulted in earnings of $3.31 a share for the common as 
compared with 90 cents a share in 1935. Has large 
undistributed equity in rubber plantation subsidiary. 
Finances improved and higher tire prices this vear should 
reflect in further gains in net. 


Southern Railway ... Earned $1.01 a share last year, 
a marked improvement over 1935, when a deficit of 
$3.48 a share was shown. Estimated to have earned 
65 cents a share in first quarter. Finances stronger and 
favorable industrial prospects in territory served sug- 
gest that road may earn $4 a share this year. Common 
shares have a strong leverage factor. 
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Youngstown Sheet & Tube... First quarter earnings 
recorded a sensational gain. Net of $4,836,019 was the 
best since 1929 and a gain of about 130% over the 
first quarter of 1936. Notwithstanding an increase of 
nearly 335,000 in the outstanding common shares, net 
per share was $3.05 as compared with $1.41 a year ago. 
Funded debt has been substantially reduced. 


Westinghouse Air Brake ... Leading manufacturer of 
railway air brakes, signalling devices, etc. Earned $1.79 
a share in 1936 and first quarter profits, including a 
non-recurring item equal to about 50 cents a share, 
amounted to 85 cents a share. Company has a large 
volume of unfilled orders on hand and earnings should 
rise further. 


Republic Steel . . . Another steel company which did 
remarkably well in the first quarter. Net was $5,567,063 
as compared with $361,032 in the same period a year 
ago. The common earned $1.22 a share. Company re- 
ported to be planning new financing which will provide 
funds for elimination of old preferred shares and accumv- 
lated dividends, thus paving the way for resumption of 
common dividends. 


U. S. Gypsum . . . Profits up more than 200% in 
initial quarter and net for the twelve months to March 
31, was equal to $4.82 a share on the common, com- 
paring with $2.51 a share in the same period of 1936 
Company is leading manufacturer of gypsum board and 
plasters. as well as a wide variety of other building 
materials. 


International Harvester . . . Leading manufacturer 
of farm equipment and agricultural machinery, and a 
large producer of motor trucks and tractors. Current 
outlook very promising and shares in line for higher 
dividends. Detailed analysis on page 101 



















A FORTNIGHT ago we expressed the opinion that the 
general market had entered a zone in which discriminat- 
ing purchases for investment and intermediate trading 
purposes could be made with reasonable safety. At the 
same time we made allowance for possible extension of 
the reaction to a support level around 170 in the Dow- 
Jones industrial average, in view of the then reactionary 
tone in London and the continuing uncertainty in the 
policies of our Washington “money 
managers.” 

Thus far the lowest closing level estab- 
lished in the Dow-Jones industrial aver- 
age has been 170.13. It is encouraging 
to note that around that level there de- 
veloped the first indications of increased 
selectivity in the liquidation and the first 
evidence of renewed demand in some 
thoroughly sold-out groups. 

Although we do not expect a sudden 
renewal of the major advance after so 
severe a shock, we are inclined to believe 
that on the average the lowest prices 
have been seen. However, since tech- 
nical indications in present thin markets 
can not be relied on as confidently as 
in older days, the conservative policy is not to rush in 
on the first snap-back rally but to await a flattening out 
of the movement suggestive of a firm plateau of re- 
sistance, even though this method will involve paying a 
bit more than bottom prices. 

On the favorable side, so far as concerns the near-term 
performance of the market, the two most significant 
indications are the improved tone of the bond market 
and the superior behavior of the railroad stocks. It 
was the bond market that showed the first signs of a 
reversal of the major advance in securities. During most 
of the first quarter of the year bond prices slipped off, 
while a minority of selected stocks, notably heavy steels 
and rails,.continued to forge ahead with sufficient vigor 
to carry the averages to new highs. At that time—and, 
in fact, repeatedly for some months—the growing se- 
lectivity of the stock movement and signs of waning 
investment demand were cited in this article as calling 
for caution in both investment and trading policy. From 
the middle of March to about mid-April bonds and stocks 
sagged together. This movement, a normal intermediate 
correction, was accelerated by London’s combined break 
in commodities and stocks, by imaginary fears as to the 
New Deal’s gold policy and by a few gratuitous Presi- 
dential remarks interpreted as bearish. 

During the sinking spell of the stock market within 
the past fortnight, the bond market began to reflect 
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renewed investment demand. The last two days of 
April found investment demand also encountered once 
more in numerous equities, with rails especially promi- 
nent. 

Now while we do not fully subscribe to the famous 
“Dow theory,” since we can conceive of industrials 
advancing for considerable periods of time without much 
help from the rails—as we saw during much of 1935 and 
1936—on the other hand we can not 
conceive of rails having a major advance 
in a bear market for industrials. The 
reason for this is that major advance in 
rail equities can only be predicated on 
expectations of further expansion in gross 
revenues of such scope as to be trans- 
lated into sharp earnings gains through 
the workings of the large leverage 
inherent in rail capitalizations. If there 
is to be such expansion—as we confi- 
dently believe there will be, regardless 
of possible temporary business recession 
this summer—the major bull trend in 
industrials and rails will be maintained. 

It is worth noting that the general 
run of industrials, having had a much 
greater 1935-1936 advance than rails, declined in the 
recent reaction to the level of last autumn, while the 
rail group reacted only to the level that prevailed during 
most of February. As this analysis is written, with the 
industrial average some 22 points under the year’s high, 
Atchison is at a new high for the year and the majority 
of the better rail equities are closer to the year’s highs 
than to the year’s lows. It need hardly be said that 
with the so-called “stock market public” thoroughly 
frightened and with the margin accounts of many traders 
now restricted, the performance of the rails can only 
reflect both “good” buying and relative lightness of 
liquidation. 

The reasons for the current sharp gains in net operat- 
ing income of the carriers and the reasons why, despite 
all handicaps, further large gains are probable over the 
longer term are set forth in a special article on following 
pages in this issue. It may be noted here, however, that 
the near-term odds appear to favor those rails to which 
traffic in agricultural and general industrial freight is 
most important; and that nearby gains for rails to which 
movement of bituminous coal is of major importance 
may be held back by the heavy forward-stocking of coal 
which took place in recent months on fears of labor 
troubles in the coal fields. 

Because we feel that many good stocks have now come 
down to levels at which commitments may be made with 
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Renewal of selective investment demand and recent superior 


performance of the railroad group suggest that reaction is 


rounding out. 


In anticipated near term market stabilization 


discriminating investment and trading purchases are favored. 


greater confidence than in many months, we are present- 
ing on the page preceding this article a special list of 
ten equities that we regard as attractive, in addition to 
our usual security analyses elsewhere in THe Macazine 
or Watt Street. In this issue also we are presenting 
a general investment article dealing with those industries 
in which we believe there are the greatest potentialities 
for expansion of volume and profits during the remain- 
ing life of the present basic cycle of economic recovery. 
As heretofore indicated, we believe there will be ample 
time in which to make new commitments in a stabilized 
market over the near-term, avoiding both the cost of 
bidding up for stocks in periods of rally and the risk of 
possible further decline. We are frank to state that 
while we believe the reaction is rounding out and while 
we are confident that any possible further recession will 
not exceed moderate proportions, nevertheless the bot- 
tom level at the close of April has not vet been more 
than tentatively tested and it would be both foolish and 
premature to take a dogmatic view that it can not 
possibly be penetrated. 

Indeed, the most encouraging thing that could happen 
at this point would be a lapse into dullness, followed by 
a rather protracted period of sidewise drifting. Some- 
thing of this order is not only technically normal, but 
appears called for by the external factors. Although any 


probable business recession over the next few months has 
been discounted by the market, it will be natural none- 
theless for doubts as to the scope of such recession to pre- 
vail for some weeks. Pending evidence that the reaction 
in the London market is completed, this will also remain 
a factor of nearby uncertainty, although as this is written 
the cables from abroad report that the worst there 
appears to have been seen. In addition, many will wish 
to await convincing indications that the reaction in 
commodity prices is over. Finally, it will not be possible 
to put out of mind the next moves of the Administration 
in monetary, credit and budget policy and coming de- 
velopments in Congress, especially those relating to 
economy and—by implication through the disposal of 
the issue of enlarging the Supreme Court—to the ques- 
tion of industrial regulation. 

We adhere to the basic view, previously expressed, that 
while the New Deal does not want a run-away boom and 
will adhere to its zig-zag method of veering from time to 
time between stimulation and repression, it simply can- 
not afford to have more than a minor and temporary 
interruption in economic expansion. Therefore, since 
security and commodity prices have already undergone 
a severe relapse, the odds are that the Administration 
attitude for some months will be either “hands off” or a 
renewed turn to stimulation. 
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Investment Today 


BY JOHN D. C. WELDON 


a is good. Profits in most industries are excellent. Hf all is 
not quiet on the labor front, at least there is more quiet than in some 
months. Fears of any early European war have waned. The President 
will soon go fishing in the Gulf of Mexico. Nothing new or exciting is 
happening at the moment in Washington. 

Yet, more so than in a long time, one can detect an air of uncertainty 
and vague uneasiness overhanging the country. It can be seen in the 
present “on the fence” attitude of investors and speculators, as 
reflected in dull and reactionary security markets. Thoughtful people 
are gazing toward the future with questions in their eyes—questions 
that center on the Administration’s wobbly fiscal policy, on the next 
moves in our still new experiment of “managed money” and “managed 
economy,” on the trend of business later in the year, on the course of 
commodity prices and the effects of rising business costs. 

Part of this general atmosphere of uncertainty is the normal ac- 
companiment of intermediate reaction in the stock and commodity 
markets. Whatever the existing set of circumstances, more or less 
severe reactions always come along sooner or later after protracted 
advance of prices; and every such temporary reversal finds many people 
searching suspiciously for every possible causative factor, whereas not 
long before, at a higher price level, everything had looked rosy. 

But it can not be denied, on the other hand, that some of the present 
doubts go deeper than this. While it is extremely difficult to earmark 
and weigh the individual doubts that merge into one composite uncer- 
tainty, it seems to this writer that at bottom the markets are disturbed 
mainly by doubt as to the nearby objectives and methods of our 
“money managers” at Washington. This is an international doubt, 
also reflected in the London markets. 

After several years during which the chief efforts of the American 
Government and that of Great Britain were aimed at economic stimu- 
lation—with an inflationary motif especially pronounced on this side 
of the Atlantic—we now see evidence that both governments fear 
expansion may get out of hand and believe something should be done 
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about it. Investors are familiar with the official 





warnings and forebodings that have been voiced 
by the Chairman of the Federal Reserve Board 
and the President, with the credit control moves 
that have been made and with the partial 
reversal of those moves when they had unex- 
pectedly adverse effects upon the market for 
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Government bonds. Investors are aware that 
the British banks and investment houses have 


EARNINGS | 





tightened up on speculative credit and that the 
British Government has imposed deflationary 
taxes on “excess” corporate profits. 





























Since the London and New York stock mar- 
kets have for some time pursued similar trends, 
it is not to be doubted that recent reactionary 
tendencies at London in stocks and commodi- 
ties—reactions partly technical, partly in re- 
sponse to British credit developments and partly 
reflecting persistent doubt as to the future “gold 
policy” of the New Deal—have been a heavy 
weight, both actual and psychological, on our 
market. 

Again, the spectacle of the Administration 
finding out in March that its budget estimates 
of January were askew by some half a billion 
dollars is not pleasant, to say the least. A mis- 
calculation of such magnitude does _ not 
strengthen public confidence in other New Deal 
calculations. Moreover, as Congress drones 
along toward a show-down on the issue of en- 
larging the Supreme Court, the implications and 
potentialities of future economic regulation 
therein involved are increasingly taken into ac- 
count by investors and business men. 

On the whole, it is hardly surprising that 
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equities for the moment are not being given 








the edge over cash that they had not long ago; 

and that investors and traders, while wondering what to 
to do, are doing little or nothing either way. With 
buyers “on the fence” by and large, an inconsequential 
volume of selling in present thin markets has had dis- 
proportionate effect on prices. 

Yet, if one would preserve a sound perspective, look 
back. A year ago the market had a severe—and tem- 
porary—reaction. There were even more severe reac- 
tions in the summer and autumn of 1933. There were 
violent “shake-outs” in 1923 and 1926. In each instance 
numerous doubts and uncertainties had their day in the 
spotlight, and the investor could easily have failed to 
see the forest for the trees. 

In the present setting the primary facts are that the 
physical volume of production per capita is still in a 
depression zone; and that, while the Government may 
not desire a rampant boom, neither can it afford to have 
a deflation. We are therefore convinced that the basic 
recovery cycle has much further to go, and that any 
pause in business expansion will be in the nature of a 
corrective interlude, strengthening the basis for renewed 
progress. 

A substantial correction already has been experienced 
in the commodity price rise; and we have an idea that 
the business readjustment widely predicted for some 
later period in the year is already in progress under the 
surface. Abnormal forward buying halted in its tracks 
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several weeks ago when speculative commodity markets 
began to tumble. Where inventories are regarded as a 
bit high, they are already in process of being worked 
down. As usual in severe reaction, a psychological 
readjustment begins at once. 

In the interest of needed volume, it is a healthy thing 
that the price splurge has terminated, that labor troubles 
and over-fast wage raising have passed their peak and 
that the prospect for the rest of the year is now being 
appraised with sober realism. It is, indeed, quite pos- 
sible, that all needed readjustment in business activity 
can be worked out over the next three to five months 
at a level not much under that now prevailing and that 
this may—and probably will—preclude any sharp reac- 
tion late in the year. Just as one was justified some 
weeks ago in being skeptical of the majority view that 
commodities were going through the roof, so is one 
justified now in doubting the majority opinion that we 
must have a rather sharp business decline “late in the 
year.” 

Well, if one believes—as we do—that we are seeing 
a temporary readjustment in security prices, and that 
any period of business recession will be followed by 
further expansion, the question for the investor and the 
longer-range speculator is not whether cash should be 
committed but now it should be placed. In stocks or 
bonds? If in stocks, in what industries? 














So far as concerns the average investor, it is to be 
doubted that the time has come for any wholesale 
switching out of equities into gilt-edged bonds. Money 
rates are still abnormally low; and from any long range 
perspective high grade bonds must be considered still 
high, although down from recent peaks. 

If for the sake of greater yield and possibility of 
profit, the investor considers speculative and _semi- 
speculative bonds, then the basis of selection must be 
much the same as that applied to equities. Whether 
in bonds of this type or in stocks, the most attractive 
opportunities are naturally to be found in those indus- 
tries for which further substantial expansion in volume 
and profits are probable over the next year or two. 
Many such can now be bought at prices which are 
fairly geared to current earning power and which ade- 
quately allow for any probable business recession over 
the near term. 

Despite President Roosevelt’s recent remarks con- 
cerning over-rapid expansion in durable goods and the 
need of greater stimulation in consumption goods, we 
are of the opinion that the most attractive equities in 
the market today—with. some exceptions—are not con- 
sumption goods issues, but, as to a majority, are directly 
or indirectly dependent on the trend of durable goods. 
We are further of the opinion that in relation to possible 
near-term recession in business activity, the most vul- 
nerable groups will prove to be some consumption goods, 
notably textiles. It is true that, based on the past 
record of relative stability in earning power and yield, 
a plausible case can be made out for many consumption 
goods enterprises. As the chart accompanying this 
article shows, such stocks in the past have provided 
more assured earnings—and, of course, yield—than the 
general run of “heavy industry” stocks, and likewise 
have experienced less extreme fluctuations in market 
price. 

During the remaining portion of the present expan- 
sion cycle, however, the rate of gain in earnings of 
durable goods enterprises will, on the average, outrun 
that of companies in consumption goods. Moreover, 
the effect of the undistri- 


riod the market price was such that this equity lacked 
attraction to any investor requiring a reasonable divi- 
dend yield. 

With this company’s first quarter profit $3.05 per 
share and indications that second quarter net will be 
equally good, it is apparent that unless the steel indus- 
try suffers a considerable reaction during the second 
half of the year Youngstown will come somewhere near 
equalling its average 1923-1929 profit. Should even $7 
be earned, or about the same as last year, the chances 
are that at least $5 would be distributed to avoid heavy 
tax penalty. It would be possible for profit to approach 
$10 and dividend distribution to be as high as $7 or $8. 
The point is that here is a heavy industry stock, for- 
merly subject to highly conservative dividend policy, 
which at recent quotations may yield a 1937 return of 
6 or 7 per cent or possibly even more. 

This means that, as long as the undistributed profits 
tax is on the Federal statute books, the investor through 
careful selection can obtain both appreciation and at- 
tractive dividend yield in equities in which yield for- 
merly was a distinctly secondary consideration. From 
a long-term point of view, of course, the present tax 
system may make heavy industry equities even less 
desirable than formerly in periods of depression—but 
when it comes to that, the investor will be far better 
off in good bonds than in any kinds of equities. 

Therefore, we conclude that the logical policy now is 
to buy stocks, whether in heavy industry or consumption 
goods, in which there is prospect of probably substantial 
further gain in profits during the remaining phase of 
economic expansion—buy them not to put away in the 
box, but to- hold until we reach a point in the cycle 
where good bonds again appear definitely to have the 
edge. When that time will come is beyond present fore- 
cast. It may be a year away, or two years or three— 
but in our opinion it is not now. 

In the table accompanying this article are listed a 
number of industries in which this year’s earnings and 
dividends will show large gains over 1936 results; and 
in some of which cyclical recovery appears to have a 

very considerable distance 





buted earnings tax on the 
dividend policies of compa- 
nies in the field of durable 
goods is a wholly new fac- 
tor that the investor must 
take into account. Former- 
ly most such companies 
adhered to a conservative 
dividend policy in order to 
build up reserves to be 
drawn on in times of ad- 
versity. For example, dur- 
ing the seven years 1923- 
1929 Youngstown Sheet & 
Tube earned an annual 
average of $11.62 per share 
on its common stock but 
paid dividends averaging 
only $4.60 per year—a dis- 
tribution of less than 40 
per cent of earnings. 


Heavy Steels 
Petroleum 

Farm Equipments 
Building Materials 
Railroads 

Tires 


Chemicals 

Mail Order 

Aircraft Manufacturing 
Business Equipment 
Trucks and Buses (Mfg.) 


Industries in Which 1937 Earnings and 
Dividends Will Show Large Expansion 


Industries in Which Moderate Increase Over 
Present Profit Levels May Be Expected 


to run. In a second group 
within the table are listed 
industries in which moder- 
ate increase over present 
profit levels is likely. Di- 
versified purchases in the 
first group, made around 
present reduced prices, 
should result in the double 
reward of substantial ap- 
preciation and reasonable 
average dividend yield. 
Equities of companies 
manufacturing heavy steel 
products have had a dras- 
tic correction of the not- 
ably fast advance experi- 
enced in January and Feb- 


Electrical Equipment 
Machinery 

Rail Equipment 
Paper 

Floor Coverings 
House Furnishings 


Motion Pictures 
Non-ferrous Metals 


Fertilizer 
Copper Fabricators ruary and are definitely in 
Rayon an attractive buying zone. 


Stocks in this group can be 
(Please turn to page 120) 





Through most of that pe- 
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Seeurity Yields and Business Activity 












L, is well established that a definite relationship exists 
between stock prices, bond yields and business activity. 
Broadly stated, it is the generally accepted theory that 
in periods of rising business activity, the increased de- 
mand for credit is followed by a stiffening of interest 
rates, reflected in a compensating decline in bond prices 
and a rise in bond yields. In the case of common stocks, 
however, increasing business activity is reflected in 
higher prices and, as it is characteristic of stock price 
movements to anticipate the future, stocks will sell at 
a higher ratio to earnings. Presumably the reverse pre- 
vails when business declines and a depression approaches. 
While this theory is not without basis in fact, there are, 
however, numerous exceptions and the more recent 
trend of events has had the effect of invalidating it 
somewhat—proving again that investment cannot be 
reduced to an absolute science. 






MAY 8, 1937 


In order to present a more convenient basis of com- 
parison, the stock price ratio on the accompanying chart 
is inverted and stated in terms of earnings yield. For 
example, a stock which earned $5 a share in 1936, and 
which is now selling at 125, or twenty-five times earn- 
ings, would be said to yield 4 per cent on 1936 earnings. 

It will be noted that the three factors illustrated on 
the chart conform more closely to the pattern of the 
above theory during the period of 1906-1921 than they 
do from 1921-1936. Since 1921, there has been a signfi- 
cant change in the relationship of the three factors. The 
average stock yield has declined and the variations from 
year to year have been less pronounced than formerly. 
This reflects not only the widespread ownership of equi- 
ties since the War, but a different investment conception 
of what constitutes a fair yield on stock commitments. 
Investors in stocks apparently (Please turn to page 126) 














Administration flounders for lack of program or policy. 
Roosevelt is obsessed by one idea—Supreme Court 
change—and everything else must wait. Pigeon-holes 
still hold social legislation proposals, labor, farm, indus- 
try control. Now he is wavering ’twixt spending and 
economizing, trying to do some of both. Even mea- 
sures with no budget or constitutional aspects are held 
up because Administration can’t decide on policy. 


Congress’ morale has never been lower. Nominal 
leaders are without sailing orders, have no White House 
program to act on, aren’t permitted to make their own. 
Members are restive and discouraged. Formerly resigned 
to long session, they now want to quit till January and 
see what time does to Supreme Court, budget, business 
conditions and President’s policies. 





WASHINGTON SEES 


Administration floundering amid contradic- 
tory actions with no definite policies for 
the near future. hj 


Congress in doldrums, bewildered, disheart- 
ened, leaderless. 


Economy move transitory, illusionary. 
Budget balance still a mirage. 


Door closed to more labor relations legisla- 
tion. 


Anti-trust law revision talk a serious threat 
to business. 


Program for industry regulation still un- 


decided. 


Roosevelt in danger of losing Congress 
control. 











tion, inaction. If he loses Supreme Court bill he may 


never regain full control of Congress and his party. § 


This and several other things have already cost him 
much support at Capitol. Even if he gets Court bill. 
greater independence by Congress is certain. 


Court bill will not be acted on by Senate until Supreme 
Court term ends, and rumor has it that then Hughes 
and Brandies will retire to “save” the Court if they 
can get one or two others (conservatives) to go with 
them. 


Economy tack taken by Roosevelt is dictated by fear 
of inflation caused by continued government borrowing. 
not sympathy for taxpayers nor abandonment of belief 
in spending for recovery and social progress. He still 


wants to spend for relief, reform, conservation, slum | 


housing, farmers, youth, power, etc., but Eccles & Mor- 
genthau have him scared on price rise and inflation 
possibilities. 


Postponement of spending rather than genuine cur- 
tailment is the plan. Spenders are asked to be satisfied 
with a start toward their programs, which means the 
camel’s nose in the tent. There is no delineation of what 
Government should or should not do or how big the 
annual budget should be. 

President suggested no plan for economizing, did not 
even tell Congress to find a way to cut to a given 
figure. Instead he asked authority to hold up appropria- 
tions already made for this and next year, dictate sav- 
ings, and reallocate funds, which is retroactive revision 
of his own budget and Congressional acts, permitting 
him to take care of his pet projects. 


Tax threat next year (election year) is scaring Cor- 
gressmen into economy mood. Every would-be spender 
who sees his pet project scuttled is now against the 
other fellow’s bill, but if any one big project breaks 
through the bars will be down for all. Talk of flat 
percentage cut on all appropriations is largely window 
dressing. 

Attitude of both Administration and Congress is to 
slide by somehow another year in hope that business 
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Roosevelt's leadership is endangered as his former 
confident actions are supplanted by vacilation, hesita- 7 
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improvement will reduce relief and increase revenues 
so that spending may resume without new taxes. Just 
temporizing. 


Balanced budget is again postponed, almost indefinitely. 
If president can make the savings he hopes, next year’s 
deficit will be small (relatively) , but Washington doubts 
he can do it. Message frankly proposes to use recovered 
assets for running expenses instead of debt reduction; 
this is being done now and makes relief expenditures 
this vear appear $500,000,000 under actual. 


Size of relief appropriation means nothing except time 
when Congress will have to make the next. One billion 
economizers want, two billion mayors and_ spenders 
want, or 114 billion compromise President suggests will 
be spent at about the same monthly rate unless Con- 
gress unexpectedly fixes a program. Roosevelt 
wants to continue W P A about as is with himself in 
full charge of the appropriation, its 
use and allocation. 


For 


Perkins' conferences on labor re- 
lations are off-side play in hope of 
putting her department back in the 
labor picture, but they are getting 
nowhere. Labor distrusts her, relies 
on N L R B. 


Labor relations legislation will not 
be enacted this year, though em- 
ployers will agitate it. Unions will 
fight any restrictive amendments to 
Wagner act, such as making labor 
responsible for industrial peace, and 
administration backs this stand. 
Nor will National Labor Relations 
Board, so far treated like New 
Deal step-child, be enlarged or 
improved. Prevailing attitude is 
to give present set-up free reign 


Wide World 


for full trial. 
A. F. of L.-C: 1. O. split will not be healed for years 
and then industrial unions will dominate the raproche- 
ment. A. F. of L. is now trying to bid for popularity 


and put C. I. O. in bad light as irresponsible and radical. 


Basing point price system, particularly in steel and 
cement, is again under heavy fire, and legislation on this 
may be passed in advance of general trust law revision. 


Walsh-Healey amendments to Government contracts 
law have joker in that minimum wages are to be fixed 
at prevailing average of an industry without geographi- 
cal differential which means that as soon as low-wage 
regions come up to minimum set the national average 
will be raised and the minimum will be boosted again, 
and so on perhaps indefinitely. 


Anti-trust revision move, under consideration for some 
months, is reversal of old N R A policy and complicates 
prospect of new industry code legislation. Motives are 
partly animosity to big business, partly attempt to stop 
price increases—or to make public think monopolies are 
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Senator Joe Robinson 





responsible for price increases. Long period of uncer- 
tainty and anxiety for business impends, regardless of 
what, if any, changes are made in trust laws. 


Aluminum trust suit is largely to get publicity for trust 
law revision and for sentiment for breaking up big 
business units whatever the cause of their growth. Some 
Government attorneys privately say Aluminum Com- 
pany’s ingot monopoly is entirely legal and they don’t 
expect to win major portions of this suit. 


Resale price maintenance opposition by Roosevelt en- 
raged retail groups, bewildered Congress. He let Tydings- 
Miller bill get committee approval and reach point of 
passage in both Houses before showing any interest, 
thus exhibiting his lack of policy and leadership. His 
eleventh-hour action means (1) he doesn’t want states 
to take initiative in economic legislation, (2) fears 
complaints of increased prices, (3) wants to prevent busi- 
ness from getting piece-meal any 
possible benefits a revamped N R A 
might offer. 


Industry control bil] still lurks in 
near background, but with outlines 
more discernible as result of resale 


price and anti-trust statements. 
though picture is confused by 
President’s o.k. of textile “little 


N R A” bill which would permit 
price fixing and production curtail- 
ment which conflicts with prevail- 
ing White House policies. 


Federal Trade Commission's star 
is rising after nearly total eclipse 
for several years. Its views on re- 
sale pricing and basing point are 
now accepted higher up and it 
probably will be given enforcement 
of trade practice end of the impending new N R A, 
though the labor end will be lodged elsewhere. 


Robinson-Patman act enforcement will proceed in rou- 
tine but thorough fashion. F T C is not much worried 
over stock defense that law is unconstitutional, espe- 
cially since numerous recent Supreme Court decisions. 
some not widely noticed, upholding various sorts of 
State and Federal business regulation. 


Motor Carriers are being cracked down on by I C C. 
Latest is rule that contract truckers must have written 
contracts of specified form to avoid classification as com- 
mon carriers; severe ruling, but may bring order out 
of trucking chaos. I C C may also go after shippers 
for aiding truckers in evading regulations. 


Support for States in enacting labor legislation by using 
federal interstate commerce power to aid enforcement 
after pattern of prison-goods law had strong support in 
Congress up to last week but Administration stopped 
serious consideration of score of bills of this type be- 
cause it was not vet ready to decide a policy toward 
labor legislation. (Please turn to page 132) 

















On of the requisites for an ideal situation in the 
building trades is low construction costs or at least sta- 
bility in the costs of materials and labor, although cost 
is only one of several equally important factors. Recent 
price advances of both raw materials and finished prod- 
ucts used in building and increases in wages of skilled 
labor, consequently, have raised some question as to 
possible adverse effects on building activity in 1937. 
Some observers have pointed to building statistics which 
show a slackening in the year-to-year gain of total con- 
struction volume in recent months, with pointed infer- 
ences that this occurrence during a period of increasing 
prices may be more than mere coincidence. Even those 
more optimistically disposed toward the building pros- 
pects for the current year, are inclined to qualify their 
forecasts of further substantial gains in volume of build- 
ing with some such remark as “provided that costs do 
not advance too sharply.” 

As in every other line of business activity, costs of 
new building have a direct bearing on the demand for 
new building. Even if all of the other factors that tend 
to fix the building demand at a given time were favor- 
able, costs would enter into the picture in the sense that 
demand unquestionably would be still greater if costs 
were lower. At present, it would be difficult to make out 
a convincing case, however, that rising costs have al- 
ready checked the building recovery. The smaller year- 
to-year gains in the volume of construction of all types 
during the first quarter of 1937 have been due wholly to 
the fact that public construction contracts have declined 
and costs are not a motivating influence in this clas- 
sification. 

Privately financed building, on the other hand, has 
continued a satisfactory rate of gain. In fact, prelim- 
inary building data for March indicated that almost 
three-quarters of total construction was privately 
financed work, the largest percentage for any single 
month since the depression. Private building had fallen 
to as low as 37 per cent in 1934, at the bottom of the 
building slump. Non-residential building has been lag- 
ging, in comparison with recent gains in home building, 
but even within this classification certain types of build- 
ing have shown large gains—factory buildings, for ex- 
ample, increasing to about three times the volume of 
the first quarter of last year. 

From the standpoint of the building supply com- 
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Building Recovery to Continue 


Other Factors Out-Weigh Moderate 


Rise in Costs 


BY GEORGE W. MATIIIS 














CONSTRUCTION COST INDEX 





ee ig Hes fae 
















































































] 
wales eee BEE wee eee Pee ees es Per ee 


1933 1934 1935 1936 ‘37 
SOURCE- AMERICAN APPRAISAL CO. 
































panies, the most important sector of private building is 
the residential classification. The volume of awards for 
residential building (F. W. Dodge data) aggregated 
$231,600,000 in the first quarter of this year, a gain of 
approximately 90 per cent over the first quarter of 1936. 
Certainly there is little inference in these figures of any 
set-back in the volume of home building as the result of 
increasing costs. Most of the concern expressed in regard 
to building costs is that an abrupt rise might retard 
home building rather than other sectors of the con- 
struction industry. 

The trend of home building costs, nationally, is an 
illusive element to appraise, partly because costs vary 
widely from one community to another and partly be- 
cause of the inadequacy of the available statistical data 
relating to home building costs. One widely used index 
is weighted so heavily for structural steel as to be hardly 
applicable to the cost of home building. Another takes 
in labor costs at union rates, although these nominal 
rates do not represent a good “average” of labor costs 
actually involved in the total home building of any com- 
munity. Even personal experiences with home building 
costs are apt to be misleading because of the wide range 
of different costs in different population centers. The 
attached graph on building costs is based on an index 
compiled by the American Appraisal Company. These 
particular figures were selected because they represent 
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actual wages paid for different classes of building labor 
in thirty representative cities as well as the actual mate- 
rial costs in these cities. The preliminary index for 
March is 176, as compared with 171 in January. The 
advance during this relatively short period was due 
largely to increases in steel prices and advances in 
wages, which averaged 924% cents an hour in March 
in the thirty cities covered. This average wage has in- 
creased about 15 per cent from March, 1936, and about 
25 per cent from the 1933 low, but is still about 12 per 
cent lower than the average of $1.05 an hour paid dur- 
ing 1929. Apparently building wages have increased 
somewhat more rapidly recently than in most industries, 
but on the other hand, building wages fell more than 
average during the depression. 

The theory that “high” building costs will necessarily 
check recovery in building activity requires one impor- 
tant qualification, namely, that costs will have an ad- 
verse effect on new building only if they are high im 
relation to the general trend of commodity prices, gen- 
eral prosperity and public purchasing power. The great- 
est building boom in the history of the industry took 
place from 1925 to 1929, inclusive, with building mate- 
rial and labor costs considerably higher than at present 
(204 in terms of the American Appraisal Co. cost index) . 
The low in April-May, 1933, was 140 and the present 
level of 176 is therefore approximately half way between 
the boom costs and the depression costs. In relation to 
the general trend of commodity prices, which building 
costs usually follow in a general way, the increases so 
far during the recovery certainly have not been “out of 
line.” For example, a widely used wholesale commodity 
price index is currently around the 145 level which pre- 
vailed from 1927 to 1929, as compared with a depression 
low of around 80. 

Another relationship that is important to keep in 
mind is trend of building costs in relation to rentals. In 
the final analysis, rentals represent a practical guide to 
the proper capitalized value of new homes, and so long 
as building costs do not advance more rapidly than 
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rentals there would appear to be no grounds for con- 
cern. Probably one of the most representative rental 
indexes is the cost of housing index compiled monthly 
by the National Industrial Conference board, this index 
having risen without the exception of a single month 
from 62.7 in January, 1934, to 84.2 in March, 1937, an 
increase of approximately 34 per cent, as compared with 
an increase of 27 per cent in the building cost index. 

It is evident from the comparisons presented above, 
therefore, that while there has apparently been a con- 
siderable bulge in building costs during the past six 
months or so, the increase in building costs has not been 
out of proportion to the trend of costs generally, nor 
has the increase in costs as yet caught up with the in- 
crease in rentals. What has happened is that building 
costs were not only depressed more than average but 
were somewhat slower to fall in line with the general 
upward trend of prices and costs since the depression. 
This has been due, in turn, to the relatively low volume 
of building activity. Home construction in 1936, in 
spite of the impressive recovery from depression depths, 
still remained less than one-third of the volume in boom 
years between 1924 and 1930. Apparently the rising vol- 
ume of new home building is bringing costs more into 
line with the general trend of materials and labor cost 
increases. 


Unit Cost Reduced 


The extent to which costs are likely to increase dur- 
ing the remainder of the year is difficult to forecast, since 
much will depend upon the general trend of raw mate- 
rial and wholesale prices. At present levels of building 
activity, building costs will be more sensitive to the gen- 
eral trend of commodity prices than in recent years. 
Production of most of the materials used in building 
have been stepped up considerably under the stimulus 
of price increases. Steel production, for example, was 
at a daily rate in March last, that was exceeded only 
once, in 1929. Domestic (Please turn to page 130) 
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Outlook 
for 
Railroad 


Earnings 


BY ROGER CARLESON 


As compared with the general run of industrials, 
railroad common stocks thus far have been con- 
spicuous laggards in the great bull market of recent 
years. Only recently has the rail “average” moved 
above the best level reached in the initial and 
somewhat undiscriminating market upturn of 1933. 
In nearly four years of ups and downs, the net 
advance in the group since July, 1933, has been 
less than 10 per cent; and present quotations are 
less than a third of the best reached in 1929. 
- The reasons why the rails so long remained “behind 
the market” have been set forth at length by many ob- 
servers. Emphasis has been put on loss of profitable 
traffic to motor transport; on higher costs of labor and 
materials; on rising taxation; and on elimination of 
freight surcharges. It has been pointed out that the 
absence of any clearly defined railroad policy on the 
part of the Government is a continuing factor of uncer- 
tainty. Questions have been raised as to how much de- 
ferred maintenance must be made up before any earn- 
ings can flow to shareholders. Railroad managers have 
been freely charged with short-sightedness. senility, 
hopeless decadence. 

We do not contend for a moment that the railroad 
outlook is cloudless—but the fact remains that rail earn- 
ing power is now showing strong recuperation; and the 
chronic bear on rails will do well to take note that these 
stocks in March emerged out on the upside from a broad 
trading range that had been maintained for more than 
three years. Moreover, it is worth observing that the 
market action of the rails has been significantly similar 
to that of certain heavy industry equities which only 
recently attained a profitable operating volume, with 
broadening recovery in durable goods. It was not until 
well into 1936, for example, that United States Steel 
common bettered its top price of July, 1933. 
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Gendreau 


The afflictions and failings of the railroads having 
been thoroughly aired in the public prints—perhaps too 
thoroughly aired—the purpose of this article is to exam- 
ine the other side of the picture and appraise such favor- 
able elements as are present. The bright side has 
received wholly inadequate attention, even though 
Interstate Commerce Commissioner Eastman and some 
other railroad critics now concede that a rail Renais- 
sance appears to have begun. 

To begin with, the main reason why rail earnings have 
been depressed has been not competitive loss of traffic 
but absence of traffic due to business depression. From 
1933 through 1935 we had chiefly a consumer goods re- 
covery. The railroads can show satisfactory earning 
power only when all types of goods are moving in nor- 
mal volume. What was missing from the picture until 
recently was broad recovery in the capital goods which 
constituted so vital a part of railroad freight in all past 
periods of prosperity. 

The correlation between railroad revenues and heavy 
industrial activity can be easily demonstrated. For ex- 
ample, output of all capital goods in 1929 was 106.6 per 
cent of the 1923-1926 average and total railroad revenues 
were 98.4 per cent of the 1923-1925 level; for the depres- 
sion year 1932 the capital goods index was 39.6 and the 
index of rail revenues 48.7; for 1935 the capital goods 
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index was 53.9 and the index of rail revenues 54.1; and 
for 1936 capital goods output was 72.6 per cent of the 
base period and rail revenues 63.4 per cent. 

On a per capita basis, production of consumer goods, 
durable consumer goods and capital goods are all sub- 
stantially under the 1929 level. If we assume that the 
basic recovery spiral will continue, subject to temporary 
set-backs, it will inevitably follow that rail traffic and 
revenues will experience a very large additional gain. 
If that be true, the leverage inherent in rigidity of oper- 
ating overhead and in the large proportion of funded 
debt in capital structures can result in remarkably rapid 
expansion of net income on even moderate expansion in 
gross revenues above present levels. The double lever- 
}age present in capital structures and in rising volume 
may be expected to operate on railroad profits much as 
has been demonstrated in the heavy steels during recent 
months. 

How this works is shown, for example, in the earnings 
trend of Southern Pacific. On a gain of approximately 
25 per cent in gross during 1936, as compared with 1935, 
‘common share earnings jumped more than five-fold or 
| from 62 cents a share to $3.79. Again, the first eight 
) roads reporting March operating statistics show a com- 
» bined gain of 26.5 per cent in gross revenues, as com- 
} pared with March, 1936, but an increase of 60 per cent 
in net operating income. Note that this is despite loss 
» of surcharges, which were eliminated January first of 
F this year. 


























Operating Costs 









The railroads are getting more service per unit of fuel 
consumed than ever before, are carrying more tons of 
freight per car than were carried in the prosperous 1923- 
1929 period, are hauling more cars per freight train than 
in 1929 and are moving both freight and passenger trains 
with much greater speed than in the boom years. Freight 
train speeds are now more than 21 per cent greater than 
in 1929. While wage rates equal 1929, payroll is far 
lower because number of employees, starting this year, 
was only 1,081,000, against 1,660,000 in 1929. 

In the matter of operating efficiency, gross ton miles 
per freight train hour is a comprehensive index that 
reflects better management, more efficient handling of 
freight, faster speeds, improved rolling stock and use of 
automatic signalling. Every first class road has substan- 
tially increased its gross ton miles per train hour since 
1929. Southern Pacific, for instance, shows an increase 
of about 30 per cent since 1929. 

An even simpler proof of greatly improved operating 
methods may be had by comparing proportion of gross 
revenues now being carried through to net operating 
income with former proportion. For most railroads 
gross revenues in 1936 were approximately equal to 
those of the year 1931, but a far larger proportion of 
1936 gross was carried through to net operating in- 
come and to net income available for dividends than 
was the case in 1931. To cite some representative 
examples: 

Gross of Pennsylvania in 1936 was $441,425,000 or 
nearly $7,000,000 less than in 1931, but net operating 
income of $84,180,000 was nearly 30 per cent greater 
than in 1931 and net profit of $38,742,000 was nearly 
double that of 1931. 

On 1936 gross of $85,005,000, Erie showed net operat- 
ing income about 60 per cent greater than was obtained 
on 1931 gross of $90,153,000; and net income of $2,195,- 
000, against 1931 deficit of $901,000. 

Northern Pacific’s 1936 gross of $61,906,000 was in 
striking distance of 1931 gross of $62,312,000, but net. 
operating income of $10,788,000 was nearly 60 per cent 
above that of 1931. 

New York Central 1936 gross of $361,063,000 was 
nearly 6 per cent under that of 1931 but net operating 
income was more than 60 per cent above that of 1931 
and net earnings in 1936 of $8,933,175 compared with 
only $2,430,000 in 1931. 














As regards operating costs, the most important item is 
| Wages. Over the past fifteen years from about 42 cents 
' to 46 cents out of each dollar of operating gross has gone 
| for payroll and the figure today is around 45 cents. With 
» the cost of living rising and with labor unions making 
» the most of present political partnership with the Fed- 
aval eral Administration, there is clamor for still higher rail- 
ps too | road wages, shorter hours and other cost-raising conces- 
exam: | S028. The chances are that such demands will result in 
favor: | Compromise; and the possibility that either public opin- 
e has | Onor the Administration will back exhorbitant demands 
hough § ls remote, because rail workers on the average are well 
alk | known to be among the best paid of all workers, are 
enais | 2OW Teceiving 1929 wage rates and the cost of living re- 
mains some 15 per cent under the boom high. 
heal Moreover, in railroading as in manrf — 
traffic turing industry, wage rates and the ur : 
nner of labor are two different things. A : Ba 
ds re- | SUtvey of twenty-five manufacturing i A 
nine tries shows that wage rates are around ¢ ac 
1 nor- § cent higher than in 1929 but, due to t 
until — ‘eased efficiency and better methods 
which | ™@nufacturing, the labor cost per unit ; 
1 past product is some 11 per cent lower than i: 
1929. No similar calculation on railway 
— operations is available, but there is abun- °, 
or ex: | “ant statistical proof that operating effi- | 2 
6 per ciency has been increasing for years, with 
venues | ‘Special rapidity during the depression, and 
epres- there is proof that the resultant benefits 
id the have thus far more than offset the restora- 
goods tion of boom wage levels. secon 
rreet | MAY 8, 1937 
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On 1936 gross just a trifle under that of 1931, South- 
ern Railway had net operating income substantially 
more than double that of 193] and net earnings of 
$4,304,000 against a 1931 deficit of more than $5,600,000. 

Louisville & Nashville gross last year of $91,040,000 
was about $4,000,000 larger than in 1931 but net oper- 
ating income was around $10,000,000 higher and net per 


common share was $8.23 against only 89 cents in 1931. 


Gross of Southern Pacific was 2.35 per cent higher 
than in 1931, with net operating income 55.20 per cent 
higher and earnings on the common stock 97.40 per cent 
larger than in 1931. 

On 1936 gross about 12 per cent larger than in 1931, 
net operating income of Kansas City Southern was 
about 36 per cent larger and net earnings around 54 per 
cent larger than in 1931. 

Here we have shown eight representative roads oper- 
ating in almost all sections of the country which demon- 
strate present ability—despite all obstacles—to get from 
30 to 60 per cent more net operating revenue out of a 
given level of gross revenues than they were able to get 
six years ago. For all roads, total 1936 gross was 3.6 
per cent less than in 1931 but net operating income was 
up 27 per cent. For a supposedly “decadent” industry, 
and especially one subject to wage and rate rigidities, 
this is a remarkably good showing. 

As for the question of deferred maintenance, there 
can be no doubt that it does exist, but just what its 
proportions are is impossible to say. The chances are, 
however, that it does not amount to as much as is popu- 
larly supposed. For one thing, it is difficult to see how 
passenger and freight trains 


ing of 13 per cent in maintenance of equipment and of 
36 per cent in maintenance of way as compared with 
1929. In maintenance of way, for example, cost of lay. 
ing rail has been pulled down from $12 a ton to $54 
ton; length of rail has been increased from 33 feet to 
39 feet, reducing by 18 per cent the number of joints 
requiring attention; electric welding is used to “buildf 
up” battered rail ends which formerly had to be ref 
moved from the line; cost of tamping ballast has been} 
almost halved; the scope of the section gang has been in. 
creased 100 per cent, with a 50 per cent saving in labor, 
by replacing the hand-car with mechanized equipment) 
Finally, it is anyone’s guess what constitutes “normal 
capital expenditures by the railroads. Peak purchases off 
locomotives and freight cars were seen in 1923, before 
the boom was barely started and reflecting the need olf 
rehabilitation after the period of war-time operation 
under Government management. Purchases of rolling) 
stock in the 1927-1929 period was much less than half 
that of 1923. Top year of main track construction was) 
1926, with total nearly halved by 1929. E 
It is probable that some conceptions of what constil 
tutes “normal” capital expenditures by the rails are hold. 
overs from the departed time when, as in the generation) 
preceding 1920, rail traffic was doubling about every ten) 
years, with corresponding need for added facilities.) 
Population growth is now slower than it was then and | 
relocation of manufacturing plants to points nearer sup) 
ply and markets has further limited secular growth. hf 
short, the railroads may be classed as a mature industry; 
and capital expenditures will not be needed for expansion 
of plant but for improvement 
of existing facilities, aimed on 





can be operated at higher 
speeds than ever before—with- 
out deviating from the indus- 
try’s excellent safety record of 
recent years—if either mainte- 
nance of way or of equipment 
had been seriously neglected. 
You cannot accurately esti- 
mate vitally needed mainte- 
nance expenditures simply by 
noting the cumulative total by 
which such expenditures in re- 
cent years have fallen below 
those of 1929 or the average 
of the years 1923-1929, as 
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Railroad Maintenance Expenditures 


the one hand toward attract-F 
ing patronage and on the other 
toward still further increase inf? 
operating efficiency. 
There can be no doubt thath 
coming years will see signif-§) j 
cant evolution in rolling stock, 
and that spectacular develop 
ments in stream-line passenget 
flyers and other passenger ser 
vices are forerunners of equally) 
important changes in freight 
trains. The general mechanical 
engineer of the American Cath 
& Foundry Company is auf 


On Equipment 
$1,283,000,000 
1,219,000,000 
1,166,000,000 
1,202,000,000 
1,019,000,000 
816,953,000 
618,940,000 
598,709,000 
637,905,000 
681,886,000 
783,000,000 


On Roadway 
$866,819,000 
868,581,000 
837,905,000 
855,354,C00 
705,470,000 
530,612,000 
351,179,000 
322,286,000 
365,299,000 
393,967,000 
455,000,000 





shown in the accompanying ta- 
ble. This method would indi- 
cate a huge deficiency, but would be decidedly misleading. 

Obviously the maintenance expenditures required in 
handling a boom level of traffic are not required in han- 
dling a depression traffic volume. This is especially true 
as regards maintenance of equipment, on which expendi- 
tures normally are from 40 to 60 per cent greater than 
expenditures for maintenance of way. For another thing, 
maintenance expenditures are expressed in dollars, so 
that allowance must be made for lower prices of mate- 
rials during the depression years than prevailed in the 
1923-1929 period. 

Moreover, improved methods make it possible to get 
a given amount of maintenance today for substantially 
less than it cost in 1929. A survey of its own operations 
made by a typical railroad not long ago showed a sav- 


thority for the statement that: f 
“What is an accomplished fact in passenger equip > 
ment is becoming an accomplished fact in freight equip- 
ment. Lightweight freight cars of modern design will be 
appearing in increasing numbers on American railroads.’ f 
It may »e asked: Where will the carriers get the 
money needed for new equipment? The answer is, first, 
that evolution in rolling stock will be spread out over 4 
period of years, requiring no spectacular annual outlay; 
and, second, that capital funds needed for this purpose 
cau be had readily through sale of equipment trust cer- 
tificates. Obligations of this type, usually maturing ser'- 
ally in from one to fifteen years, have met with excellent 
investment demand in recent months at interest rates 
ranging from 2 to 214 per cent. Some investment bank- 
ers believe equipment trust (Pelase turn to page 131) 
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Where is Hitler Going? 
Where Will His Policies Lead Germany? 





Dictatorsl 


BY DR 


S, intermingled have the fortunes of 
all nations become, and so closely identified 
with the threat of world war are dictatorships, 
that the question of a political and financial debacle 
in Germany is of vital concern everywhere. That is 
why one hears frequent query as to where Hitler is head- 
ing and where his policies are leading. For some time 
the answers to such questions have been vague and con- 
fusing. Recent developments, however, have been more 
illuminating and it is possible to plot Der Fuehrer’s 
course within fairly well defined limits. 

For example, he has announced a Four Year Plan by 
which he hoped to produce at home all needed raw mate- 


many would be the only great power which would not 
jon in general devaluation of currency. And only re- 
cently he forbade any German to accept the Nobel prize 
and created his own prizes for outstanding merit. 

It seems obvious therefore that he is bent on leading 
Germany into voluntary and complete isolation from the 
rest of the world, not only economically but even intel- 
lectually and spiritually. 


Financial Difficulty 


Last winter was the hardest the German people ever 
suffered in times of peace. Dr. Schacht’s “New Plan,” 
though fundamentally sound and the only possible pro- 
cedure for a Germany aiming at self-sufficiency, was 


} condemned to failure when the political and army de- 


mands for money could not be met. Furthermore, the 


; government policy of monopolizing the capital markets 
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as a means of financing public works and armaments has 
resulted in protests from many banks and mortgage in- 
stitutions which are faced with a virtual suspension of 
business. 

The foreign trade policies of the Third Reich has met 
with serious obstacles. From month to month it has 

ome more difficult to get the necessary raw materials 
and food from abroad by means of barter transactions. 
The Danubian states refuse to follow the new Nazi busi- 
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ness methods. While Germany herself 

tries to pay for her imports from these coun- 

tries with machines or war materials, she uses a 

considerable part of the imported goods for reexports 

to Northern and Western Europe, thus securing free 

foreign exchange for herself but hampering the interest 
of the South-Eastern countries. 

There has resulted a gradual alienation of this group 
of states from Germany, especially since Italy has grown 
stronger. The Little Entente is becoming more closely 
united against any new political guardianship by the 
Third Reich. That is why Hungary and Austria tried 
to seek protection by Italy. 

The friendship between Germany and Italy was, so 
far, of advantage only to Italy. After having increased 
his influence in the Mediterranean by the Ethiopian 
war, Mussolini has managed to oppose the wishes of 
the German military circles for a naval base on the 
Balearics or in North Africa and is now bent on closing 
the Red Sea by fortifying the entrance at Aden. Also 
in the Spanish affair he made common cause with Ger- 
many only as long as it served his purpose. Certainly 
Il Duce will not permit Germany to realize her Medi- 
terranean aspirations although he may allow her a free 
hand in the Danubian countries as a recompense. In 
the main the German-Italian friendship has been more 
loud than cordial. And Italy, not Germany, played the 
decisive part. 


Britain's Sympathy Lost 


Italy’s success in Ethiopia, in the face of nearly the 
whole world’s disapproval, gave the first impulse for 
Germany to start her colonial aspirations. It was con- 
tinued in public discussions to divert the attention of 
the population from the internal difficulties. Great Brit- 
ain’s attitude in this question was at first not unfriendly 
and in principle, rather inclined to concessions if Ger- 
many had decided to collaborate in the pacification of 
Europe, but she fumbled her opportunity. First came 
the inexcusable delay in replying to the British ques- 








tionnaire of November, 1936, concerning Germany’s 
readiness to cooperate in establishing a new Western 
Locarno. Then the behavior of Herr Ribbentrop, the 
German ambassador in London, hurt the British feelings 
and destroyed part of the sympathies for the Third 
Reich. And finally, Hitler’s blunt reply to the British 
secretary of foreign affairs, Mr. Eden, in his speech on 
the fourth anniversary of the Naziazevolution last Janu- 
ary. The announcement of Great Britain’s immense 
rearmament program was the answer. 

The leaders of the Third Reich had tried to intimidate 
the other countries by militarizing the 68 millions of 
German people, so as to force them to political and eco- 
nomic concessions. This speculation has failed. Though 
masterly in its technic and organization, the German 
army is still lacking a sufficient number of non-com- 
missioned officers, reserves and heavy artillery. Besides, 
as a consequence of the too hasty construction of the 
air-force, certain deficiencies of the planes constructed 
in series are said to have become obvious. In fact, the 
German-Russian “trial-war” in Spain proved an inferi- 
ority of the German fighting-planes. 

Such difficulties might, of course, be overcome by a 
nation bent on war, but there still remains the financial 
dilemma. During the years 1933 to 1936 the govern- 
ment has spent more than 30 billion marks for rearma- 
ment. These expenditures are entirely unprofitable from 
an economic standpoint. In order to realize the impor- 
tance of such figures, consider that Germany’s public 
debt at the end of 1932 amounted to only 11% billion 
marks; that her revenues in the fiscal year 1935/36, the 
highest since the crisis, was scarcely 10 billions, the nom- 
inal capital of all German joint-stock companies is 19.6 
billions and that the total deposits of the German sav- 
ings-banks is less than 15 billion marks. 

Militarization was accomplished of course only by a 
credit inflation on an enormous scale. It is, however, 
no longer possible to pursue this dangerous method. 





Significant Items in Germany's Imports 


(All figures in metric tons) 


1935 1936 
10, 0 SESE ee een eee 87,380 178,010 
EOE OL inniob datbkoacssossksoaeene 63,560 111,210 
Re Sa Wb by6 heh a one oss ek eA awe IO 64,650 70,680 
EES cea tactic yee ks ys oi ee wu 95,170 104,720 
SS Sear a SSR re 813,260 894,330 
| Serdar ES ET aren age ae ar aae 220,550 244,970 
RE hot ot to stn taces pe ebiaseec 3,767,000 4,203,000 
RT Sonic noha dies caumuanbilbu sex ecwan 14,061,000 18,469,000 
EN ee ars ok Seen tanasdte 3,665,000 4,075,000 
EEA sos aie ce Mead a an dove sv oewuuee 74,000 83,000 
eG wines hws ens ees eos wee aes 156,000 125,000 
COL Ch 6S church bak ccsnendaesboeceas 397,000 325,000 
PN INNS 5 occ aie x'nocindehunmnenoane 144,000 137,000 
ee Nee ncaa wean sie bakin 1,190,520 515,830 
Ree e eb ae ne bbaxeseieup awe 265,580 237,710 
| EE RNS 0% 2 a 297,800 62,850 
Miscellaneous food and beverages............. 208,330 160,200 


* Increases. 
The above figures indicate that in order to increase imports of essential foodstuffs 


raw materials, especially those of military imp , it was y to curtail the pur- 
of other products less vital for food or armament purposes. 














The Reich has had to stop contracting further short- 
term debts for fear that the whole artificial price-level 
would break down. The consolidation of the floating 
debts of more than 13 billion marks is a problem of its 7 
own and possible only in small amounts. Germany’s | 
credit abroad is shaken. There is less confidence in the |) 
Third Reich as a debtor than ever before. Today Ger. F 
many is unable to get any loan from abroad without f 
granting political securities. To secure the most indis- | 
pensable imports the Third Reich must dump her prod- | 
ucts on the foreign markets. A 














Declining Standard of Living 


While in 1932 German exporters obtained 13.40 marks |- 
for every 100 kilos of their goods the corresponding fig- | 
ure for 1936 was 9.00 marks, i.e., a decrease of prices by | 
40.3 per cent, while in the same time the domestic price / 
level had increased by at least 20 per cent. These dump- 
ing costs were raised by an export levy of about a bil- | 
lion marks annually on industry and trade and by the 
imposition of great financial burdens on the middle and 
lower classes of the population. Nevertheless, tensions | 
and difficulties became evident in different places of eco- | 
nomic life, either with regard to the supply of meat, eggs, 
butter, fat, fruit and vegetables or with regard to indus | 
trial raw materials. From time to time tire or rubber | 
producers, e.g., the Continental Gummi-Werke A.G. in 7 
Hanover, or textile plants, oil mills, soap or chocolate 
factories were forced to cut down production because 
of scarcity of raw material. There is, in fact, no branch 7 
of Germany’s economic life, that is not adversely affected 
by the reversal of the whole process of production. | 

Though Hitler till now has remained exempt from | 
criticism in his own land, there are many signs that | 
great parts of the population are dissatisfied with his | 
regime. In spite of drastic penalties, the farmers refuse | 
to deliver their products at the prescribed maximum 
prices. They prefer to feed their grain and potatoes to 
livestock, than to supply them for human consumption 
at government prices. The workers, low-salaried em- ff 
ployees and small business men complain of the low 
purchasing power of their income which grows steadily 7 
lower because of the increasing deductions and “volun — 
tary” contributions to different party organizations. 
High finance and private capital try to defend them | 
selves against increasing government control and bw ff 
reaucracy. The old-landed aristocracy of Eastern Prus’ 
sia feels threatened by the party program which provides 
parcelling of their lands into farmer’s small settlements. : 
The reckless intolerance against the chureh and the dis [ 
regard of the concordat with the Holy See caused great F 
discontent among the religious circles. The oppressio® f 
of every sort of free opinion has made numerous antag: 
onists of the regime. Discontent has not become mort 
evident only because of the impossibility of any joint 
action of anti-Nazi groups. There is no longer any faith 
even among the greater part of party-followers, that 
Nazi policy will succeed. The public bears the burdet 
of dictatorship most reluctantly. Visitors from abroad 
frequently feel the pall of solemnity over a Germany 
that has forgotten how to laugh. 

The men at the top of the German policy seem to be 
determined to defend their (Please turn to page 119) 
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The Glidden 


BY ARTHUR M. LEINBACH 


Ti: GuippEN CoMPaNy is an interesting 
example of an industrial concern with varied 
interests in the manufacture and sale of many 
different products. The activities of the com- 
pany might be grouped roughly into seven 
major divisions, each of which includes a 
fairly diverse line of products, each embracing 
its own peculiar manufacturing and distribut- 
ing problems. For example, the paint divi- 
sion takes in practically the entire scope of 
the paint industry, from the production of 
raw materials to the sale of trade-marked 
paint brands in the company’s own chain of 
retail outlets. The list of products in this 
division includes paints, varnishes, lacquers. 
enamels, and painters accessories of practically 
every kind, covering a wide range of quality 
and price. Approximately half of the paint 
products go into building, railway, farm machinery, fur- 
niture, radio and many other industries; 10 per cent 
into the automobile industry, and, the remaining 40 per 
cent are sold through retail outlets. 

The technical and practical problems involved in the 
purchase or control of raw materials, research, produc- 
tion, shipments, sales promotion, etc., in this division 
alone are exceedingly varied—yet this is only one of seven 
divisions, more or less separate and distinct from the 
paint division. There is also the Euston lead division. 
the chemical and pigments division, the metals refining 
division, the Nelio-Resin division, the soya bean division 
and the food division, including the Durkee brand pre- 
pared foods and dressings and several well known brands 
of margarine, which are sold wholesale to food proces- 
sors and at retail for household use and in the aggregate 
rank the company as the largest margarine producer in 
the country. 

At first glance these varied activities, ranging from 
the manufacture and sale of paints to the preparation 
of food-stuffs, appear to have little in common. Cer- 
tainly it requires an extraordinary degree of management 
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Courtesy of the Glidden Co. 


Mixing the "batch" in large mixing machines. 


versatility to handle such wide spread business interests 
under one corporate set-up. Closer examination of the 
physical operations of the company, however, reveals a 
good deal of dove-tailing between the various divisions 
and an operating policy that involves considerable inte- 
gration, efficient utilization of plant capacity, flattening 
out of seasonal demands and the safety factor of having 
many sources of income to fall back upon under chang- 
ing conditions in general business. 

Normally, the bulk of all paint demand comes from 
the need for repainting existing building surfaces, con- 
sumption for the surfacing of new structures and for 
industrial purposes representing a relatively small per- 
centage of total sales. During “bad times,” repainting 
can be and actually is postponed for one to several 
years. Most of this postponed painting represents a 
backlog which must come into the market sooner or 
later in order to preserve properties. During such times. 
however, competition is particularly keen and of a type 
that is difficult for the larger paint companies to meet 
with their specified standards of quality, their large 
plant and capital expenses. The country normally has 
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a $500,000,000 annual paint bill, although during the 
last depression, this was reduced to somewhat less than 
half through postponement of necessary painting, skimp- 
ing and greater use of cheaper grades of paints. 

Up to 1919, the Glidden Company was engaged ex- 
clusively in the manufacture of paints and varnishes, 
in connection with which it operated large linseed crush- 
ing plants. When it was found practical also to utilize 
such plants for production of edible oils, and when 
technical advancement in the manufacture of margarine 
from vegetable oils created wide future development 
possibilities in this field, the company became interested 
in the production of margarine. This business was ex- 
panded until Glidden became the largest producer of 
margarine, utilizing copra for its principal raw material 
supply. With the utilization of its crushing plants for 
the production of edible oils, it was necessary to estab- 
lish distribution facilities for such products as margarine, 
salad oils, shredded cocoanut, and its entrance into the 
food industry thus was the result of a natural process 
of evolution and growth. After 1928, the company’s 
food interests were expanded considerably through the 
acquisition of a number of small concerns engaged in 
the manufacture of a considerable number of food prod- 
ucts produced from vegetable oils as well as some non- 
related lines. The relative stability of the food division 
was an important factor in cushioning the slump in 
paint and allied divisions during the depression. 

Most of the other divisions were acquired by Glidden 
in an effort to control its own raw material supplies for 
the paint and varnish business and to keep abreast of 
the technical improvements in the manufacture of paint 
ingredients. Thus, The Euston Lead Co. was acquired 
in 1934 for its white lead production and the Metals 
Refining Company in 1929, for its red lead and litharge 
production. The Chemical and Pigment Co. was formed 


in 1921, to supply the company with lithophone, a 
white pigment of zinc sulphide and barium sulphate. 
Subsequently, the interests of this pigment subsidiary 
were expanded by the production of titanium dioxide 
and other pigments. 

The casual user of paint materials may have a gen- 
eral impression that the lasting and drying qualities of 
manufactured paints have improved considerably in the 
course of time but, to fully appreciate the vital import- 
ance of the expansion program of Glidden during the 
period under review, it is necessary to know that devel- 
opment of new paint ingredients and manufacturing 
processes have virtually revolutionized the industry 
during the past twenty years. The old standard in- 
gredients still lead the field by a large margin in so far 
as volume of production is concerned, but the new 
pigments and paint ingredients have given the pioneers 
in the scientific development of the industry a distinct 
competitive advantage, not only in the more profitable 
special purpose paints but also in the standard grades. 

The introduction of quick drying lacquers and enamels 
for the automobile trade and other manufacturing in- 
dustries less than fifteen years ago has played an im- 
portant role in present mass production methods 
throughout American industry. The substitution of lead 
by non-poisonous ingredients with greater chemical 
stability and more attractive finish placed leading paint 
companies under the necessity of expansion to obtain 
adequate control of such materials. Glidden has been 
well in the fore of such progress, although its plant 
acquisitions also involved the absorbtion of some of the 
present lines not directly related to the paint industry. 

With one exception, Glidden’s expansion during the 
past decade was financed through stock financing, share- 
holders having been given an opportunity to participate 
in the growth of the company through stock subscrip- 
tion privileges. The rounding 
out of the food division in 1929 
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and 1930 was untimely in so far 
“| as stock financing was concerned. 
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nega | Vg and in lieu thereof, Glidden sold 

Ea fiona LST \ a $6,000,000 bond issue during 
ol y the latter part of 1930. When 


stock market conditions became 
more favorable for equity financ- 
ing in recent years, the company 
again resorted to sale of stock to 
finance acquisitions in produc- 
tion of pigments, naval stores 
and a new soya bean processing 
plant. In addition, the remain- 
ing bonds still outstanding, and 
a 7 per cent preferred issue were 
replaced by a 41% per cent pre- 
ferred issue. 

At the end of the 1925 fiscal 
year (ending about October 31), 
there were 400,000 shares of 
Glidden common stock outstand- 
ing. By October 31, 1929, there 
were approximately 682,000 
shares issued, although during 
the depression outstanding capi- 
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market purchases instead of in- 
creased. During the past two fiscal 
years, however, common capitaliza- 
tion was again increased to about 
750,000 shares and finally to 800,000 
shares. 

Thus, the number of junior shares 
outstanding were doubled during the 
past ten years, during which a major 
part of the company’s expansion and 
rounding out was achieved. During 
the same period fixed assets in plants 
and equipment more than doubled 
(allowing for a $3,680,000 property 
write down in 1932) and sales vol- 
ume was almost doubled. The com- 
pany’s expansion in the food busi- 
| ness just before the depression un- 
questionably was an important fac- 
tor in sustaining business volume 
and bolstering up earnings during a 
| period of abnormal consumption of 
paints. 

In retrospect, it would appear 

quite likely that Glidden, because of 
its large proportion of retail outlets 
for paints and paint materials, would 
have suffered more than its com- 
petitors from the depression effects 
© on the paint industry except for its timely expansion in 
the food business. The food division, being relatively 
stable, prevented total sales from falling materially below 
the 1925 level in any depression year and enabled the 
company to show a profit in every depression year, ex- 
cept 1930, when the company reported an $18,634 deficit, 
' after absorbing the full effects of drastic price declines 
| in raw materials and finished products. 
' The ten-year comparison of earnings is somewhat less 
» favorable than that of sales, net profits for the fiscal 
> year ended October 31, 1936, being 58 per cent higher 
» than in the 1925 fiscal year whereas sales doubled in 
) this time. With common stock capitalization doubled 
| in the past decade, per share earnings amounted to only 
| about $3.30 in the 1936 fiscal year compared with about 
| $5.50 a share on the smaller 1925 capitalization. It 
' would be hardly fair to state that the expansion in the 
» company’s activities in the past decade has not been 
profitable for stockholders, however, since the interven- 
ing business depression prevented the management from 
> realizing the full potentialities of the expanded business. 
| The record of net earnings during the past six fiscal 
years has been one of consistent recovery and the latest 
earnings data available indicates a strong probability 
that, given reasonable stability of prices, Glidden would 
» at least achieve the same relationship of earnings to 
| capitalization that existed, say, in 1925 and has inherent 
development possibilities for even greater per share 
earnings expansion during a period of sustained general 
| business recovery. And in the meantime, shareholders 
have had the benefit of the stabilizating influence of 
their expanded food interests during the depression. 

Glidden does not make it a practice to report sepa- 
tate figures for sales and for earnings in the paint and 
chemical divisions and in the food divisions, although 
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Glidden's main plant and executive offices comprising 31 buildings at Cleveland, Ohio 


it is understood that during the past years of subnormal 
demand for paints, the food business contributed some- 
what more than half of total sales and a large part of 
net profits. With the subsequent improvement in the 
paint business, the divisions related to the paint indus- 
try probably contributed a larger share of total sales 
and the major part of the net earnings improvement. 
At present, when general property renovation and repair 
are increasingly active, paint and chemical divisions 
should make an increasingly larger contribution to net 
profits. 

Since the exact relationship between sales and profits 
in the various branches of the company’s business are 
not known, however, it probably would be greatly mis- 
leading to rely on the ratio method of analysis to ap- 
praise Glidden’s earnings potentialities. During the fiscal 
years ended in 1933 to 1936 inclusive, total net profits 
from all branches of the business held a fairly even 
relationship to total sales, varying only between about 
five to seven per cent. In 1932, however, earnings were 
only a little more than one half of one per cent and in 
the prosperous years 1925 to 1929 ranged between eight 
to ten per cent. Furthermore, interim reports show 
quite extreme variations in ratio of profits to sales, 
suggesting that there has been a good deal of chance 
evening up between the various branches of the business, 
rather than a consistent income ratio to sales volume 
for the business as a whole. 

The company’s earnings fluctuations are apt to be 
greatly accentuated by commodity price trends gen- 
erally. This is the case of most paint manufacturers 
which are not fully integrated as to raw material sup- 
plies and also of the vegetable oil manufacturers and 
processors. A recent example of this was seen during 
the first half of the 1936 fiscal year. Paint demand was 
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general improvement in public purchas- 
ing power. 

At the present time, the prospects of 
a combination of factors favorable for 
sustained earnings improvement appear 
to be brighter than at any previous time 
within the past decade, although these 


Administration’s acknowledged aims for 
a “planned economy” in industry and 
agriculture and, of course, are subject to 
the vagaries of planned economy. Speci- 
fically, determination to sustain public 
purchasing power and to stimulate in- 
dustrial recovery should continue to in- 
fluence active demand for paints and 


and industrial purposes. The agricul- 
tural program has greatly cut down the 








1936 











animal population of the farm areas and 





considerably better than seasonal for the industry as a 
whole and profit margins generally satisfactory. Glidden 
reported earnings of only $867,756 as compared with 
indicated profits of about $2,220,000 in the last six 
months. The set-back in the first half was attributed to 
the wide fluctuations in prices of vegetable oils. Since 
the company entered the fiscal year with fairly com- 
fortable inventories, it would appear that the manage- 
ment under-estimated the effect of elimination of proces- 
sing taxes on the spot markets for the vegetable oils and 
then, with understandable human infallibility, was not 
as well hedged against the subsequent price recovery 
as might have been desired. With these special factors 
eliminated during the second half of the 1936 fiscal year, 
however, earnings potentialities were more fully dis- 
played. 


Potential Earning Power 


Taking the present set-up of Glidden company as a 
whole, three basic elements would appear to be neces- 


sary for a full realization of potential earning power,: 


namely, normal industrial and retail paint demand, me- 
dium to high prices for animal fats (to stimulate demand 
for margarine as a butter substitute) and reasonably 
stable raw material prices. These elements are not men- 
tioned in order of importance. Indeed it might be said 
that the relative importance would vary with changes 
in general business conditions and also with different 
phases of the business cycle. 

Under the familiar pattern of the business cycle as 
we have known it in the past, it is hardly likely that 
all three factors would be either wholly favorable or 
unfavorable at the same time for any considerable pe- 
riod, but would have a tendency to turn less favorable 
early in a downward cycle and more favorable early in 
the recovery phase. An agricultural depression tends to 
stimulate milk and butter production as a cash farm 
crop with resultant pressure on prices and a smaller 
demand for margarine as a butter substitute. On the 
other hand, postponed painting and property repairing 
accumulates during early stages of a depression and 
thus creates a most urgent demand at the first sign of 
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for this and other reasons should support 
medium to high butter prices. Administration aims con- 
cerning commodity prices appear to be crystallizing in 


favor of stable quotations, rather than of further wide 


gains. 

Glidden entered the current fiscal year with inven- 
tory over $10,000,000 in raw material and finished goods, 
the largest in its history, and has been well situated in 
that respect for the rapid price advances late in 1936 
and earlier this year. As inventory apparently is turned 
over three or four times a year, the management should 
have little difficulty in adjusting its purchasing and 
production program to the somewhat more sober price 






prospects hinge on several phases of the | 







paint materials for both home painting 
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outlook in sight at present. The company evidently | 
held a favorable competitive position during its first | 
quarter, ended January 31, reporting a sales gain in | 
that month of approximately 37 per cent as compared | 


with the same month of 1936. 


In the meantime, significant capital savings have been | 


effected by the retirement of bonds and 7 per cent 
preferred stock, and replacement by a 41% per cent 
convertible preferred issue. Net working capital of 
approximately $13,300,000 at the end of the past fiscal 
year was the largest in the history of the company and 
adequate for both normal and any special requirements 
known at present. There has been a considerable lapse 
of time since the company effected its latest important 
plant expansion and the initially restrictive effects of 
the new financing now appears to have been absorbed. 
The maintenance of retail stores in principal cities 
throughout the United States, which contributed con- 
siderably to the rigidity of expenses in the paint divi- 
sion during the depression, should now aid the competi- 
tive position of the company in an era of rising public 
purchasing power. Newer products, particularly soya 
bean and Nelio-resins, appear to have interesting devel- 
opment possibilities. 

On the obverse side, unusually diversified and _ scat- 
tered interests of the company stand in the way of 
clear cut appraisal of earnings potentialities and future 
prospects—a factor which appears to detract somewhat 
from speculative and investment interest in Glidden 
shares. Probably for this rea- (Please turn to page 124) 
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Further Improvement 


for Rubber Companies Expected 


BY MORTON L. 


oon the time when rubber and its special qualities of 
elasticity and waterproofness were first made known to 
civilized man during one of Columbus’s trips to the new 
world, it took the so-called homo sapiens almost exactly 
350 years to learn how to apply this baffling substance 
to industrial usage. In the interim it was employed to 
some extent as a sort of curiosity, for waterproofing the 
shoes and clothing of European monarchs alert for new 
ideas, and for erasing pencil marks—hence the English 
name “rubber.” In other languages the name is some 
form of the French word, “caoutchouc,” which is a sound 
translation of the name of the Brazilian natives for 
“weeping tree,” denoting the rubber tree which gives 
Jatex, or liquid rubber, from its bark. 

But the few rubber products made during 
these 350 years had one very serious common 
fault, extreme sensitiveness to heat or cold. It 
was not until a persistent Connecticut Yankee, 
Charles Goodyear, discovered in 1839, how to 
make rubber impervious to heat or cold by 
mixing it with sulphur and cooking it, that the 
rubber industry really began. This cooking 
process is known as cure or vulcanization—in 
honor of Vulcan, God of Fire—and all rubber 
products are subjected to it in one form or at- 
other before they are turned over to the con- 
sumer. 

Goodyear lived and died in want, but as a 
result of his discovery, rubber is today one of 
the most essential raw materials in world trade, 
being the basis of over 30,000 different kinds 
of products necessary for transportation, in- 
dustry, the household, science, medicine, cloth- 
ing, sports—and national defense, a specially 
important consideration in these days when the 
whole world is feverishly replenishing its arma- 
ment chest. In this country alone, the rubber 
industry had an output valued at about three- 
quarters of a billion dollars in 1936. Normally 
it employs about 200,000 people, and thus gives 
a livelihood to almost a million of our popu- 
lation. 

Any study of the rubber manufacturing in- 
dustry must necessarily include a consideration 
of the crude rubber problem, because the 
United States accounts for one-half of the 
world’s total consumption, because the crude 
rubber situation has a vital effect on the profit 
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SUTHERLAND 


of the manufacturers, and because rubber is practically 
the only key commodity for which the United States 
must rely solely on foreign countries to meet her needs. 
And for this natural deficiency of ours we have been 
obliged to pay a pretty penny on several occasions, one 
of them being this very moment, about which more anon. 

It was only thirty years ago that wild rubber, mostly 
from Brazil, accounted for over 99 per cent of the world’s 
total supply, plantation rubber being negligible. But 
today, the situation is reversed, plantations furnishing 
over 98 per cent of the total. These rubber plantations 
are located for the most part in the East Indies, where 
jungles have been cleared for the planting of rubber 
trees, in a belt about 250 miles wide on either side of 





iiding a cord tire In the Goodrich Rubber Co.'s plant, Akron, Ohio. 
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the equator. Many of the plantations are large, owned 
and managed by Europeans or Americans, but the na- 
tives also have planted rubber in small clearings. The 
aggregate of the native holdings would supply a very 
large part of the world’s needs if they were allowed to 
tap the trees to capacity. 

Five American companies, United States Rubber Com- 
pany, Goodyear, Firestone, Manhattan and Interconti- 
nental have established their own rubber plantations, 
the United States Rubber Company being the largest 
plantation operator in the world, but these American 
owned plantations supply considerably less than ten per 
cent of the country’s crude rubber needs. 

Rubber has been made the subject of two restriction 
plans, the Stevenson plan from 1922 to 1928 which drove 
rubber from 12 cents to $1.25 a pound, and the present 
restriction plan adopted in 1934, expiring in 1938, but 
subject to renewal. The British operated the Stevenson 
plan alone, and while they were restricting their output 
and plantings, the Dutch produced and planted with 
extra vigor to take advantage of the high prices, so that 
during this period of restriction, the British share of the 
total rubber production fell from 74 to 48 per cent, and 
the Dutch share rose correspondingly. 

The present restriction plan includes the Dutch—the 
British having learned a lesson from the Stevenson pro- 
gram—and covers 98 per cent of all the world’s rubber. 
Briefly, the scheme provides that each producing area 
shall be given a basic quota, depending on its previous 
production record, and that for each quarter the ex- 
portable allowance for each area shall be determined in 
a percentage of the basic quota. The percentage of 
exportable allowance, of course, will depend on the cur- 
rent trend of crude rubber prices, and during the life 
of the plan has ranged from 60 to 90 per cent of the basic 
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quota, where it has been set for the second half of this 
year. During the same period the price of crude rubber 
has risen from a low of 14% cents to 27 cents a pound 
in a market that is purely speculative. 

Now it is an established fact that rubber can be pro- 
duced by a planter of only ordinary efficiency for 12 
cents a pound, and representatives of the growers have 
said informally that a price of 18 cents is entirely satis- 
factory from the producers’ standpoint. The difference 
between a fair price of 18 cents and the price of 27 cents 
a pound which rubber reached before the recent decline 
occurred would mean that the American bill for the 
600,000 tons of crude rubber we shall use this year is 
boosted by 120 million dollars. This extra money goes 
to the rubber growers and comes from you and all other 
people that use any rubber products, which means liter- 
ally everybody. You may have noticed that your spring 
tires cost about 25 per cent more than they last spring 

An important development that may affect vitally 
the supply of crude rubber and ultimately even render 
us independent of foreign sources has already appeared 
over the horizon. This is the production of synthetic 
rubber on a commercial scale, that is not only as good 
as crude rubber for all purposes, but is even decidedly 
superior in some respects, such as resistance to ageing 
and to oils and chemicals. The only reason why syn- 
thetic rubber is not used more widely is its price of 75 
cents a pound, which limits its use to those articles for 
which its special properties are needed. As the volume 
of synthetic rubber grows, its price will decline, so that 
the spread between it and (Please turn to page 126) 





The "Big Four" in American Rubber 


Firestone Tire & Rubber. Recent Price $35. Divs. paid 1936 $1.40 


In addition to tires and tubes makes batteries, automobile rims and 
spark plugs, while the Firestone trade-mark is placed upon hundreds 
of other articles manufactured elsewhere. Operates a million-acre 
rubber plantation in Liberia. Stockholders received dividends through- 
out the depression. Earnings for the fiscal year to October 31, last, 
were equivalent to $3.28 a share of common. Unless labor trouble 
prevents should do better this year. 


Goodrich, B. F. Recent Price $44. Divs. paid 1936 $1.00 


Mechanical rubber goods are very important to this company. Earn- 
ings last year were equivalent to $4.04 a share of common, compared 
with $1.18 a share in 1935. The dividend paid on the common in 
1936 followed a successful outcome to the plan to eliminate arrears 
on the preferred. 


Goodyear Tire & Rubber. Recent Price $42. Divs. paid 1936 None 


This company is the largest manufacturer of rubber goods in the 
world. Is well-situated from a raw material standpoint, controlling 
its own rubber plantations in Sumatra, the Philippines and Panama, 
cotton plantations in Arizona and coal mines in Ohio. Earnings last 
year were equivalent to $3.90 a share of common. Dividends were 
initiated this year following elimination of preferred arrears and stock- 
holders from this point should fare better. 


United States Rubber. Recent Price $58. Divs. paid 1936 None 


Absence of labor trouble in the Detroit plant has been beneficial 
factor. However, since du Pont interests took over the management 
of the company a short ten years ago, U. S. Rubber has been the 
subject of intensive rehabilitation, physically, financially, and from 
the standpoint of capitalization. Earnings last year were equal to 
$3.31 a share of common, but dividends on neither the preferred nor 
— can be paid until a limiting clause in a bond indenture is 
altered. 
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The downstream face of Norris Dam while under construction. 






Tree line shows the normal level of the lake. 





Power Means 


to Industry and Investors 


Part ll—The Tennessee Valley Development 


BY FRANCIS C. FULLERTON 


I, the issue of this publication dated March 27 there 
was a discussion of the Government’s activities in the 
Columbia River Basin. An attempt was made to con- 
vey the immensity of the projects, to show why the 
Government felt it necessary to build enormous dams, 
and to give our impressions of their significance to 
individuals and businesses in the surrounding territory. 
The following is a similar treatment of the Tennessee 
Valley Authority, a Federal Agency of decidedly social- 
istic tendencies which promises to have even more far- 
reaching effects than the Columbia River developments. 


The Dam Sites. Unlike the Columbia River which 
involved the question of only two dams, the Tennessee 
Valley Authority has to do with half-a-dozen, while 
almost as many more are on the “proposed” list. The 
Wilson Dam at Muscle Shoals in Alabama, undertaken 
as a war-time measure, has reverted to the jurisdiction 
of the Authority. Just above this is the completed 
Wheeler Dam. Further up the river at Guntersville 
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another dam is actively underway. A few miles up- 
stream from Chattanooga the Chickamagua Dam has 
been in the course of construction for more than a year. 
The Clinch River, a tributary of the Tennessee, has 
been spanned by the Norris Dam: another tributary. 
the Hiwassee, is to have its dam about seventy-five 
miles above its junction with the parent stream. On 
the Tennessee below the war-born Wilson Dam the 
Pickwick Landing project approaches the half-way mark. 
Scattered here and there and in between these dams are 
those in a more-or-less nebulous state of proposal. 

Nor must it be thought, just because there are so 
many of them, that there is anything small about any 
of these dams. The Wheeler Dam, for example, in the 
Tennessee Valley Authority’s own words “will raise a 
fifty-foot barrier six thousand feet across the Tennessee 
River, backing its waters for a distance of eighty miles.” 
Or, take its comments on the Norris project: “This 
great storage dam will be (it already is) 253 feet high 
and 1,800 feet long, and will (does) impound 3,600,000 
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acre-feet of water with a shore line of 800 miles.” Some 
of the other dams are smaller and some larger, but when 
it is realized that there are to be a dozen of them the full 
immensity of the whole undertaking may be realized. 


Power Output. In order to qualify as an improve- 
ment to navigation, the dams have been provided with 
locks and where necessary the river will be dredged to 
provide a nine-foot channel from the mouth of the Ohio 
to Knoxville. Navigation and flood control are the 
aspects stressed officially. The dams, however, are all 
to be provided with facilities for generating electric 
power. Because a dam upstream tends to increase the 
power capacity of all dams below it, it is hard to say 
how much power the Tennessee Valley Authority will 
have shortly at its disposal and still harder to say how 
much it will have ultimately. According to the loca! 
utilities—which, in their position of innocent victim 
and, because of their specialized knowledge of the 
territory and the business, may well know 
the matter than the Tennessee Valley Authority 
itself—the continuous firm power at Wilson Dam was 
27,500 kilowatts prior to the construction of the Norris 
Dam. The Norris Dam gives T V A a total of 153,000 
kilowatts, while the Wheeler and Pickwick Dams are 
capable of bringing it up to 268,000 kilowatts. It is esti- 
mated that if, and when, the Tennessee Valley Author- 
ity completes its plans the continuous capacity of the 
integrated system will be 660.000 kilowatts. 


The Cost. The Government carried Muscle Shoals 


on its books at some $125,000,000 when it was taken 
over by the Authority. So far, the T V A has been the 
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more of 


beneficiary of appropriations totalling some $150,000,000 
more, while the cost of the entire development is put 
at around $500,000,000. This is the direct cost: figures 
for indirect costs cannot be given, but they are certainly 
very large. T V A power facilities promise to largely 
duplicate private facilities and, if they do, there is the 
reduction in value, perhaps total loss, of a substantial 
proportion of the private investment to be considered. 
Then, it is to be remembered that one cannot dam a 
river and make a lake whose coast line is 800 miles with- 
out flooding land and destroying any value that it might 
have had as such. Moreover, to destroy the value of 
land as land means also the destruction of its value for 
tax purposes which consequently brings heavier levies on 
the land remaining dry in the tax-districts affected. 


The Purpose. As was the case with the Columbia 
River Basin, the ostensible purpose of all T V A’s dams 
is navigation and flood control. Really, however, they 
are a gigantic experiment in the “more abundant life” 
revolving around Federally-subsidized electric power. A 
glimpse of how much territory T V A takes in may be 
seen in the following excerpts from its last annual report 
to Congress. The Authority says: “Equipment on the 
farm without income to make monthly payments or to 
buy kilowatt-hours is not rural electrification. . . . Elec- 
tricity must give families an actual improvement in the 
ease and comfort of living and working. Its use must 
be integrated with the whole farm problem, including 
the improvement of plant foods, the planting of legumes 
to restore the nitrogen content of soils, crop rotation, 
diversification, terracing and other methods of arresting 
erosion and preserving soil fertility.’ Or take the 
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sentence: “It is the policy of Congress that the primary 
objectives of the unified plan of river control be adminis- 
tered in relation to the social, economic, and physical 
background into which the work of T V A must find its 
place.” Finally, this might be noted: “Popular educa- 
tion in the use and care of forests, the development of 
tree crops and the protection of wildlife in and around 
reservoirs are other aspects of T V A forestry.” 


The Policy. This has been set forth only in the 
most general of terms. It is all very well to be told that 
T V A’s primary objective of a unified plan of river 
control is to be administered in relation to the social, 
economic and physical background. Lacking is a clear, 
specific statement on many important points. Let us, 
for example, take the question of power, the question in 
which the investor is most interested. Despite the mil- 
lions that the Government has sunk into its various 
power projects, even the general power policy remains 
to be fixed by a Board headed by Mr. Ickes. So far as 
T V A is concerned, rumor has it that the Authority it- 
self is hopelessly split on whether or not to decree the 
ruin of private utility interests. Dr. Morgan, T V A 
Chairman, is believed to favor a compromise with pri- 
vate interests, while Director Lilienthal is said to be 
urging a policy of relentless competition. Both men 
have their potent partisans and it will probably take the 
personal intervention of President Roosevelt himself to 
break the deadlock one way or another. 


The Effects. Without knowledge on so many im- 
portant points of policy and with the whole scheme in 
the comparatively early stages, it is obviously impos- 
sible to go very far into the question of effects. It is to 
be presumed, however, that the improvements to naviga- 
tion will be in a measure successful and that they will 
result in a greater tonnage of water-borne freight. One 
may presume also that some of the social objectives will 
be attained and that for at least as long as a paternal- 
istic T V A remains in the background the general con- 
dition of the people throughout the territory will be 
improved. But whether it will be worth what it is 
costing is something else again. After all, one cannot take 
half-a-billion dollars from one section of the people and 
spend it on another section without adverse effects upon 
the general public whose taxes supply the money. 

About all that can be said of T V A’s effects on 
the local privately-owned public utilities is that so far 
they have been adverse. Competition and the threat of 
more has depressed their securities, made it impossible 
for them to refinance with a saving in charges and has 
been a deterrent to their expansion. The status at the 
moment is that T V A has severed its relationship with 
the Commonwealth & Southern System under which 
the latter purchased power from the Government agency 
and the only thing preventing a state conducive to cut- 
throat competition between public and private interests 
is the injunction of a lower Federal Court. Following 
ultimate settlement in the Supreme Court of the United 
States of the question as to whether T V A has the 
legal right to compete unrestrictedly with private power 
companies, it will remain to be seen, assuming that it 
has such a right, whether it will be exercised in a man- 
ner disastrous to private interests. 
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Utilities Affected. The system most in T V A’s line 
of fire is the Commonwealth & Southern Corp., among 
whose principal subsidiaries in the area affected are 
Tennessee Electric Power, Alabama Power, Georgia 
Power and Mississippi Power. All of these companies 
have bonds and preferred stocks outstanding directly 
with the public and thus T V A is a direct menace to 
many investors. The plant investment of these four 
companies in the T V A area is somewhat in excess of 
the half-billion dollars that T V A proposes to spend 
ultimately. Appalachian Electric Power, subsidiary of 
American Gas & Electric, has a plant investment of 
about $150,000,000 in the T V A area; various subsidi- 
aries of National Power & Light have a plant invest- 
ment of more than this; Mississippi Power & Light, 
subsidiary of Electric Power & Light, has an invest- 
ment of about $34,000,000; while subsidiaries of Asso- 
ciated Gas & Electric and the Cities Service Co. are 
involved less extensively. 


Conclusion. Although much of the farm and forest 
land in the Tennessee Valley has been worked out, it 
is unquestionably possible to effect improvement. More- 
over, the area is rich in mineral resources, including coal 
and iron. Hence, it must be acknowledged that the 
fundamentals are by no means unfavorable to a scheme 
of T V A’s nature. In order to be fair, it might be 
admitted also that although T V A has been guilty of 
gross waste and inefficiency, it probably has accelerated 
the development of natural resources. 

On the other hand it is doubtful whether the huge 
expenditures to duplicate and compete with the facilities 
of privately-owned companies or to invade territory 
with power potentialities far in excess of any present or 
near-future need can be justified. 

Whether T V A is serving as a true yardstick of power 
rates remains to be seen. Comparisons are impossible 
unless T V A accounting and taxation are on the same 
basis as private companies. 





Among Companies Affected by T V A 


Commonwealth & Southern 
Alabama Power Mississippi Power 
Georgia Power Tennessee Electric Power 


American Gas & Electric 
Appalachian Electric Power 
National Power & Light 


Birmingham Electric Memphis Power & Light 
Carolina Power & Light Tennessee Public Service 


Electric Power & Light 
Mississippi Power & Light 


Cities Service 
Eastern Tennessee Light & Power 
Tennessee Eastern Electric 


Associated Gas & Electric 
Kentucky-Tennessee Light & Power 









Bright Outlook 


for Farm Equipments 


BY EDWIN A. BARNES 


oe 


HE plowman no longer plods his weary way.” 

“A century ago 80 per cent of all the people in the 
United States were farmers. It took that many, working 
from dawn to dark, to provide the nation’s food.” 

“Today 21.5 per cent of the people do more than the 
80 per cent formerly did—and do it much more easily. 
Farm machinery has made the difference.” 

These brief excerpts from a current advertisement of 
the U. S. Steel Corp. succinctly depict the growth of 
the farm equipment industry to a position of major 
economic importance. 

At the present time leading manufacturers of agricul- 
tural implements and machinery are busily engaged in 
gearing up their facilities in anticipation of what prom- 
ises to be the most active year for the industry since 
1929. As recently as last year the volume of business 
was nearly on a par with 1930 and from present indica- 
tions current sales may well approximate the 1929 level. 

The major factor governing the outlook for this indus- 
try quite obviously concerns itself with the ability of 
the farmer to buy and pay for new equipment. Ample 
evidence can be mustered to show that the farmer needs 
new equipment. The farmer has been made fully aware 
of the advantages of mechanized farming—that selling 
job was done some years ago. During the depression, 
to be sure, there was a wide tendency to revert to the 
use of farm animals, as a desperate measure of economy 
however, rather than any dissatisfaction with mechani- 
cal equipment. During the past several years there has 
been a steady rise in feed costs, resulting in a consider- 
able restriction in the advantage 


and the depression low of $4,328,000,000 in 1932. This 
year promises to produce another substantial increase; 
farm income for February was estimated by the Depart- 


ment of Agriculture to have been $504,000,000, the high- : 
est for that month since 1930 and an inerease of 124 © 


per cent over February, 1936. Crops, livestock and dairy 
products comprise the principal sources of farm income 
and the prices of all these are from 15 to 20 per cent 
higher than a year ago. Income from these sources will 
be augmented this year not only by Government pay- 


ments for soil conservation but there was also a large & 
Of the F 


carry-over of such payments from last year. 
$440,000,000 due for soil conservation in 1936, less than 
one-sixth had been paid up to the end of last January. 

To date the rise in farm income has been more rapid 
than the farmer’s living costs and the materials and 
equipment which he buys or for which he is a potential 


purchaser. The spread may become narrower this year, § 
with the higher prices for manufactured goods now in | 
effect or planned, and just what the Government, the 7 
beneficent patron of the farmer, will be able to do about & 
The probabilities are, however, © 
that this factor will have a more apparent effect upon F 


this is anyone’s guess. 


farm purchasing power in 1938 than currently. 

And finally, the farmer’s purchasing power has been 
further restored by the sizable reduction in farm debt 
through Government aid and refinancing. As a conse- 
quence, fixed charges, aside from taxes, are materially 
lower. Further evidence of the rapidity by which the 


farmer is reducing his debts is to be found in the marked 7 








of farm animals over machinery. 
Meanwhile, replacement demand has 
been accumulating, reaching a point 


FARM CASH INCOME 





where it has been estimated that it 
would require around half a billion 
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dollars of new equipment purchases 








to restore farm mechanization to the 
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pre-depression levels. Moreover, 
manufacturers have developed new 
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the economy and efficiency of the 








standard types. Allis-Chalmers’ in- 
troduction of the faster rubber-tired 
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trial progressiveness. 
Cash farm income last year 
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amounted to $7,850,000,000 as com- 
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pared with $7,090,000,000 in 1935 
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increase in collections last year re- 
ported by leading manufacturers of 
equipment and other farm supplies. 
Also there was a considerable upturn 
in cash sales and the insistence of 
manufacturers on larger down pay- 
ments made it possible for many buy- 
ers to discharge the unpaid balance be- 
for the year-end. 

Demand for farm machinery in the 
first quarter set such a vigorous pace 
that dealers’ stocks were virtually ex- 
hausted in some sections of the country 
and the large volume of unfilled orders 
which piled up lends strong support to 
the possibility that sales in the current 
quarter may overtake the 1929 volume 
for that period. It is doubtful, on the 
other hand, that profits will record a 
gain comparable to that shown in sales. 
Although prices have been advanced, 
the full benefit of higher prices may 
be deferred several months. In the 
meantime, wages have increased about 
10 per cent and estimates place the in- 
crease in raw material costs at from 
10 to 20 per cent. Raw materials make 
up 50 per cent and wages 30 per cent 
of manufacturing costs. Some of the 
increase in these items can probably be 
absorbed without seriously affecting 
profits for it is more than likely that 
on the present basis of production 
manufacturers are operating more effi- 
ciently. 

Despite the strong likelihood that 
the majority of nianufacturers will 
show a good increase in profits this year the fact that 
a substantial portion of earnings will be in the form of 
receivables raises some doubt as to the ability of these 
companies to pay dividends proportionately as high as 
profits. Reports already indicate that most of the lead- 
ing manufacturers will require banking assistance to 
finance increased production and it is possible that it 
may be necessary to borrow from the banks to pay divi- 
dends, if the tax levy against surplus profits is to be 
avoided. 

Leadership in the manufacture of farm machinery and 
agricultural supplies is divided among six companies 
which may be said to be identified exclusively with the 
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Leading Manufacturers of Farm Equipment 








Price Range 

1937 ~ Recent 

COMPANY High Low Price 
International Harvester.......... 111% 991% 105 
oo RE Se en 13714 1043/4 134 
Allis-Chalmers Mfg...........0-020e000- 83% 63% 64 
Ll nS 1761 138 166 
Oliver Farm’Equipment...............-- 73 531% 70 
Minneapolis-Moline Power Impl ee 161% 11 14 
RMI ooo o's. nlo's-id c'cneletee sistes 16% 8% 13 
Caterpillar Tractor...........000000% tes 100 8514 90 
PE MVE BONGO: .:..05.s0.ceseee0 71 58% 63 
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Spring plowing with modern farm equipment near Dayton, Wash. 


industry. Two other companies, Allis-Chalmers and 
Caterpillar Tractor, whose activities embrace other 
fields, have also gained considerable prominence in the 
manufacture of farm equipment. In fact, in point of 
sales, Allis-Chalmers was in third place in 1936. Cater- 
pillar Tractor, the largest manufacturer of diesel en- 
gines, has secured a strong foothold in the industry, an 
accomplishment which was facilitated by a mutual sales 
arrangement with Deere & Co., the second largest manu- 
facturer of farm implements. 


international Harvester 


Far and away the foremost company in its field. 
International Harvester not only manufactures an ex- 
tensive line of farm machinery, equipment and miscel- 
laneous supplies, but the company’s influence has been 
extended effectively to include such products as motor 
trucks, in which field it is a top ranking unit—tractors, 
both for farm and industrial use, industrial machinery 
and diesel engines. As its name suggests, the company’s 
operations are international in scope and foreign busi- 
ness makes important contributions to both sales and 
earnings. 

Last year, the company changed the ending of its 
fiscal year to October 31, and 1936 earnings, owing to 
foreign adjustments were (Please turn to page 129) 
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Guffey-Vinson Coal Control Act 


The new law which is to stabilize 
the soft coal industry and benefit 
the miners, without, it is hoped, 
gouging the public, was enacted to 
take the place of one the Supreme 
Court held unconstitutional. The 
revised version avoids the provisions 
fixing miners’ wages and hours to 
which the court objected. However, 
ii empowers the new Coal Commis- 
sion to fix maximum and minimum 
prices and to take steps to avoid 
competitive abuses. The new law 
provides a penalty tax of 1914% for 
producers who do not conform with 
the code of fair competition which is 
to be set up. No one questions the 
laudable objectives behind the latest 
effort to regulate the soft coal in- 
dustry: it was backed both by own- 
ers and union representatives of the 
miners. Moreover, for the near-term 
at least the effects are likely to be 
beneficial. Nevertheless, governmen- 
tal regulation invariably results in 
higher prices and higher prices will 
bring increased competition from 
other fuels. Only after exhaustive 
trial will one be able to say whether 
the Guffey-Vinson Act is truly suc- 
cessful. 


Specialists Some Good, After All 


Of those who make their living in 
the financial district, none have had 
more abuse heaped upon them over 
the past few years than the special- 
ists of the New York Stock Exchange 
and the New York Curb Exchange. 
At one time it seemed that special- 
ists were so objectionable that they 


102 


For Profit and Income 


were to be done away with alto- 
gether. As it was, they were so 
heaped with instructions that the 
majority of them became frightened 
to move and the lack of specialist 
support undoubtedly contributed to 
the sharp breaks which took place 
in individual stocks during the recent 
market decline. Recognizing this, 
the stock exchange authorities, hav- 
ing consulted the S E C, actually in- 
structed the specialists to maintain 
an orderly market. To virtually or- 
der the specialists to trade when all 
previous instructions and regulations 
have tended to curb their activities 
is something new indeed! By realiz- 
ing that there is some good in the 
specialist after all, the S E C again 
confirms its claim to be the most in- 
telligently run of our New Deal 
creations. 


A Fine Recovery 


On April 22 the Argentine Gov- 
ernment offered $35,000,000 in 4% 
bonds at 8914. This represented the 
last of a series of refunding opera- 
tions and retirements which have 
carried the Argentine’s dollar debt 
from $365,000,000 down to $154,- 
000,000. Moreover, on the old debt 
the country was paying interest at 
the rate of 6%, whereas the rate on 
today’s debt averages little more 
than 4%. Last year it cost the 
Argentine $26,000,000 to service its 
dollar obligations: shortly the annual 
charge will be well under $8,000,000. 
Nor must sight be lost of the fact 
that the great rise in price of the 
wheat, meat and other raw materials 
which the Argentine exports give 





her a much larger supply of foreign © 
exchange with which to settle her | 
external obligations. The combina- 
tion of debt reduction and greater 
ease of payment have had the effect 
of greatly enhancing the caliber of 

the Argentine’s outstanding dollar 7 
bonds. When this becomes gen- | 
erally realized, unless in the mean- 


time there should come an unex- 


pectedly sharp upward surge in | 
money rates, Argentine bonds should 7 
work considerably higher: even in 
the event of higher money rates, the 
greater esteem in which the bonds F 
are destined to be held would make 
them less susceptible to higher 
money rates than issues whose rat- 
ing remained stationary. 


Another New-Comer to the 
Big Board 


The common stock of the Glen L. 
Martin Co. was among the issues 
recently admitted to trading on the 
New York Stock Exchange and, in- 
cidentally, made its debut on the 
“Big Board” just when the market 
was staging its severest decline in 
months. Continuously since 1909 | 
the company has been manufactur- § 
ing aircraft. It is a maker of big 
planes: its bombers are said to sur- 
pass any in the service of foreign 
governments, while even the public 
is familiar with the China Clippers 
for which it has been responsible. 
For the whole of last year the Glen 
L. Martin Co. reported earnings 
equivalent to 87 cents a share on 
842,083 shares of common stock. 
For the first quarter of the presept 
year earnings were equal to 40 
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cents a share on 8858,- 
458 shares of common 
stock. Unfilled orders at 
the end of March totalled 
more than $11,000,000. The 
largest unobstructed air- 
craft assembly hall in the 
world is being constructed 
by the company. It will be 
450 feet long, 300 feet wide 
and 40 feet high. In con- 
nection with its quarterly 
statement the company 
said “further orders for 
both domestic and foreign 
delivery are now under ne- 
gotiation.” As a specula- 
tion in aircraft manufac- 
ture the common stock of 
the Glen L. Martin Co. 
appears to possess some in- 
teresting possibilities. 


A Wide Open Field? 


By holding that the 
Packard electric shaver did 
not infringe upon the 
Schick patents and that 
both were merely improve- 
ments on a prior art, the 
Circuit Court of Appeals 


reversed a District Court 


in Brooklyn and at the 
same time intimated 
strongly that the field of 


» electric razors was one 


which anyone might enter. 
There are said to be 2,000,- 


x 000 men already shaving 


with electric razors and 


ee should competition so grow 
len L. 7 
issues | 
on the |) grow sensationally. Such 


| a development has serious 


as to bring about a decline 
in price the number might 


implications for Gillette 
Safety Razor and Ameri- 
can Safety Razor although 
presumably, if the field is 
to be an open one, they 
themselves could 
similar devices. 





Developments in Companies Recently Discussed 


General Motors. Announces the formation 


of a new diesel division which will manu- 
facture a line of Winton diesels from a 
single-cylinder 20 h.p. to a 6-cylinder 160 
h.p. motor. A new plant will be erected 
on 75 acres of land in Detroit. General 
Motors’ Allison division has developed a 
12-cylinder airplane motor of 1000 h.p. 


and which weighs only a th d pound 





It has proved successful in army tests. 


American Radiator & Standard Sanitary. Has 


purchased Ensign-Reynolds, Inc., thereby 
materially expanding its line of industrial 
gas burning equipment. 


Northern Pacific. President said recently that 


the good business of March in the road's 
western territory carried through into 
April and that gross for this mouth would 
be between 12% and 15% better than 
last year. Special mention was made of 
high lumber shipments. There is evidently 
a valid basis for the rather impressive 
action of Northern Pacific's stock. 


Eastman Kodak. An official statement made 


towards the end of April was to the effect 
that domestic sales were running 15% 
ahead of last year. Operations of the 
chemical subsidiary, Tennessee Eastman, 
are at capacity. A new plant is being 
built at Kingsport, Tenn., for the manu- 
facture of acetate staple fibre. 


R. H. Macy. As a sidelight on the workings 


of the Feld-Crawford Act, by which in 
New York State manufacturers may set 
a price for their goods under which a 
retailer cannot sell, it might be noted that 
in the week prior to the passage of the 
bill Macy's own brands comprised 37% of 


the items sold, whereas shortly after the 
new law became effective these items com- 
prised 60% of the total. 


Texas Corp. Profits for the first quarter of 


the present year were equal to about $1 
a share, compared with 60 cents a share 
on a smaller number of shares in the first 
quarter of 1936. Company is actively push- 
ing its foreign interests in order to assure 
itself of an adequate supply of crude oil 
in the future. 


American Brake Shoe & Foundry. Gross busi- 


ness in March was the best since August, 
1929. The company's president said that 
inventories on April 1 were the largest 
on record, but that the accumulation of 
raw materials had since ceased and stocks 
were being worked off. This is interesting 
in view of the widespread discussion of 
forward buying and the general state of 
inventories. 


Owens-Illinois Glass. In connection with this 


company's $12,500,000 expansion program, 
it is announced that $7,500,000 will be 
spent on glass container plants, $2,000,000 
on expansion in the field of tin cans, $2,000,- 
000 on plants producing glass block and 
glass wool and $1,000,000 on the facilities 
producing table glassware. 


Du Pont de Nemours. As a producer of the 


plastic, methyl! acrylate, the company has 
become interested in a British process of 
making optical lenses out of this material. 
The lenses are made by molding and hence, 
with the molds once made, they can be 
turned out in quantity and at much less cost 
than old grinding methods. The plastic is 
clearer than glass and almost unbreakable. 





manufacture 
No such escape, 


Bright Rail Picture 


however, would be open to the 
manufacturers of the shaving soaps, 
creams and brushes which are used 
in shaving by the old method. Col- 
gate-Palmolive-Peet, Bristol-Myers 
and United Drug are among the 
principal factors in shaving soaps 
and creams. However, each of these 
companies is protected through di- 
Versification in other lines. 


MAY 8, 1937 


For the first seventeen weeks of 
the present year carloadings were 
15.4% ahead of 1936 and almost 
23% ater than during the corre- 
spond veriod of 1935. Although 
it “ly to tell definitely what 
the tcome will be, the crop 
pros} the present time is a 
bright ‘n the southwest the 
outlook ticularly good. It is 


to be remembered, also, that the 
prospective maintenance of the 
farmers’ purchasing power lends as- 
surance to large merchandise ship- 
ments. By and large we face a car 
shortage this fall and, although it 
may well be the cause of many 4 
temporary headache, it is the kind 
of headache which the railroads have 
not experienced in a long time and 
which they will probably enjoy 
having. 
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Earnings Pointing Upward 


Bigger Volume and Refunding Benefits 


Offset Adverse Factors 


BY J. C. CLIFFORD 


; past few years have been a difficult time for all 
public utility companies. Reviled by politicians every- 
where, they have been assaulted with orders to reduce 
rates, pay higher taxes and at the same time provide 
better service. And all this in the face of higher prices 
for materials and increased labor costs. Yet, only in 
March, Floyd L. Carlisle, chairman of the Consolidated 
Edison Co. of New York informed the stockholders 
of his company that he viewed the business future “more 
confidently than ever before.” Subsequent events have 
shown that what appeared to be the economically im- 
possible is not so after all, for Consolidated Edison has 
just reported earnings for the twelve months to March 
31, last, equivalent to $2.48 a share on its outstanding 
common stock, against the equivalent of $1.90 in the 
corresponding previous period. For the first quarter of 
this year earnings were equal to $1.03 a share, compared 
with 88 cents a share in the first three months of 1936. 


Reasons for Good Showing 


There are a number of reasons why Consolidated Edi- 
son has been able to over-ride the adverse influences 
that have assailed it. First, the increasing demands of 
a growing population has brought about a rise in oper- 
ating revenues, despite the rate reductions. The cutting 
of rates in 1935 is estimated to have saved customers 
some $12,300,000 annually, while the reductions made 
last year brought the savings to customers for the two 
years well past the $20,000,000-mark. The second factor 
contributing to Consolidated Edison’s fine showing is 
the marked reduction in interest charges effected by 
refunding operations. Last year the company called for 
redemption no less than $220,000,000 in long-term debt, 
obtaining the necessary funds through the sale of $210,- 
000,000 in bonds bearing a lower coupon rate. The 
company estimated the savings in interest and amor- 
tization charges at about $5,000,000 annually—an esti- 
mate which seems to have been on the conservative side 
in view of the fact that interest charges in the first 
quarter of the present year were approximately $1,300,- 
000 under those of the March quarter of 1935, or a 
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reduction at the rate of about $5,200,000 annually. It 
might be noted that this alone means not far from 5) 
cents a share on each of Consolidated Edison’s 11,471; 
527 shares of outstanding common stock. 

The third factor which has played a part in favorabh 
influencing the earnings of New York’s big public utility 
is the simplification of its corporate structure. At th 
end of 1935 the Consolidated Gas Co. of New York} 
was a holding company controlling either directly of 


indirectly some sixteen principal subsidiaries. At the) | 


end of 1936 the system emerged with a different cor 
porate name and with only six principal affiliates—| 
Brooklyn Edison, New York & Queens Electric Light & 


Power, Westchester Lighting, Yonkers Electric Light & 


Power, New York Steam and Consolidated Telegraph &/ 
Electric Subway. 

Further simplification is in the offing: indeed, it woul 
have been achieved by now but for the suits brought by | 
minority interests. It is expected, however, that th 
difficulties which have arisen will be ironed out before 
the year-end and that Brooklyn Edison, New York 
Queens Electric Light & Power, and New York Steam 
will lose their corporate identities. Consolidated Edison 7 
has been an active buyer of the common stock of New 
York Steam in the open market; it recently acquired 
from the Lehman Corp. and from Lehman Bros. blocks 
of considerable size. It is reported that Consolidated 
Edison actually has now the ninety-five per cent owner 
ship of New York Steam that is necessary to effect 4 
merger. The parent company is taking active steps 
eliminate New York Steam’s two preferred issues. Appl 
cation has been made to the Public Service Commission 
for permission to issue one share of Consolidated Edison 
$5 preferred, plus $10 in cash, for each share of New York 
Steam 7% preferred, while it is proposed to obtain the 6% 
preferred of New York Steam on a share-for-share basis. 

These efforts making for simplification are well worth 
while. At the last annual meeting, Mr. Carlisle made 8 
statement to the effect that the simplification of cor 
porate structure would mean a saving in taxes to the 
compzny of some $2,300,000 this year. 

From the stockholders’ standpoint, the crux of the 
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matter is whether these favorable factors can continue 








ee, 






to offset those that are adverse or whether the latter 
will gradually grow in intensity until they finally pre- 
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vail. Certainly Consolidated Edison can count on an 
increasing population which will make for an underlying 
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upward trend in the demand for its services. The tem- 
porary swings of the business cycle, of course, sometimes 
nullify and sometimes emphasize the fundamental trend. 
At the present time the state happens to be one of 
: emphasis and, unless one takes the almost untenable 
position that the general recovery is at an end and 
from this point we surge downwards into another de- 
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pression, the state of emphasis is due to continue for 
another year or two, at least. 
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Moreover, in a period of business improvement and 











mounting public purchasing power, it is not merely a 
question of people making greater use of the electrical 
and gas appliances already in their possession: they go 
out and buy additional pieces of apparatus. Improving 
business means that many who have managed without 
an electric waffle-iron will go out and buy one and that 
people who have put up with the dust and dirt of 
heating their houses by coal will turn to the convenience 
and cleanliness of gas, despite its greater cost. Hence, 
business improvement brings not only a certain careless- 
ness about burning lights and a certain recklessness in 
the use of electric heaters, but it brings also what might 
be termed a “permanent” increase in demand due to the 
use of additional apparatus on the lines. 

It always seems logical to think of Consolidated Edison 
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of the Consolidated's mid-town plant on the East River, N. Y. C. 
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first in terms of the residential customer. This, of course, 
is because the company does serve millions of them and 
this division of the business exercises a very potent 
stabilizing influence upon earnings. It is not to be for- 
gotten, however, that New York’s manufacturers are also 
important and that an improving trend of business 
directly affects their use of electricity, gas and steam. 
Anticipating the larger demand for its services, Con- 
solidated Edison expects to spend some $60,000,000 for 
construction this year. This will be a larger capital 
expenditure than has been made in any year since 1931. 


the projects is the additional capacity which is 


to be given midtown Manhattan. There will be two 
new 50,000 kilowatt generators and four boilers. Each 


of the boilers will have a capacity of 500,000 
pounds of steam an hour at a pressure of 1,400 
pounds to the square inch at a temperature of 
900 degrees Fahrenheit. The cxhaust steam 
from the new installation will have a pressure 
of 200 pounds to the square inch and will be 
employed to operate 130,000 kilowatts of exist- 
ing equipment. Consolidated Edison’s capacity 
is truly amazing. Just one station, the Hudson 
Avenue Station in Brooklyn, has a capacity 
of 770,000 kilowatts, or considerably more than 
all the firm power which will be at the disposal 
of the Tennessee Valley Authority when it 
has built its dozen dams and spent $500,000,- 
000 of the taxpayers’ money! And the Hud- 
son Avenue Station represents less than a third 
of Consolidated Edison’s capacity —all of 
it steam electric, although the company does 
have a tie-in with the Niagara Hudson System 
by means of which the two are in a position to 
make an interchange of power. 

This, however, is something of a digression, 
although it serves to convey something of the 
hugeness of the utility business in New York 
City and stresses the point that there is still 
room for a growth that is not to catch napping 
the company in whose hands the business is. 
Having arrived at the conclusion that the de- 
mand factor in the outlook for Consolidated 
Edison will continue dynamically favorable, let 
us turn again to refundings and corporate sim- 
plification and see how much more can be ex- 
pected of these. 


The savings in (Please turn to page 132) 











Superheater Co. 


Earnings Per Share Dividends Paid 
35 193 1936 Recent Price 
$0.63 $1.01 $0.95 $44 


Last year, profits of Superheater Co. recorded a sub- 
stantial upturn, and the salient factors relating to the 
current prospect presage a further important gain in 
earnings. 

Superheater Co. has for many years specialized in the 
manufacture of superheaters and high-pressure steam 
equipment for use in locomotives. Through the acquisi- 
tion of the International Combustion Engineering Co. 
in 1933, the company’s scope was extended to embrace 
the manufacture of power plant equipment for industrial 
plants and public utilities. The nature of the company’s 
business is such that sales are heavily dependent upon 
the willingness and ability of industrial managers to un- 
dertake plant rehabilitation and new construction. Rail- 
road buying of new locomotives, as well as repairs to 
existing equipment, is a particularly important source 
of business. For its various equipment, the company is 
able to demonstrate an important savings in costs 
through increased efficiency, a vital consideration under 
any circumstances, but particularly so at the present 
time. Demand for industrial superheaters is reported 
to be at peak levels and all indications point to a marked 
increase in new locomotive purchases this year. Loco- 
motive orders on hand are substantially in excess of 
those a year ago and with the railroad industry reporting 
encouraging gains both in gross revenues and net income, 
considerably larger outlays for equipment repairs and 
purchases are a reasonable assumption. 

Capitalization of Superheater Co. is very simple, con- 
sisting solely of 885,655 shares of capital stock. 99,550 
shares are held in the company’s treasury. Last year 
net profit of $899,791, after depreciation and taxes, was 
equivalent to $1.01 per share on the outstanding stock. 
This compares with $550,302, or 63 cents a share on 
876,629 shares in 1935. In the years just prior to the 
depression, average earnings were around $4.00 per share. 
Given the benefit of further general business recovery, 
earnings well above the pre-depression levels would ap- 
pear to be within the realm of possibility. Financial 
position is excellent. Amply provided with working cap- 
ital, the company is in a position to pursue a liberal 
dividend policy. At the present time dividends are being 
paid at the rate of 25 cents quarterly and with a further 
rise in earnings, payments will be subject to an increase, 


Stock Opportunities for Income 


and Price Appreciation 


BY STANLEY DEVLIN 
















or perhaps augmented by extras. Currently quoted |” 
around 43, the shares are some 15 points bclow their 1937 F 
high, at which level they appear to represent sound in- 
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Skelly Oil Co. f “s 
Earnings Per Share Dividends Paid He 

35 193 1936 Recent Price Fe 
$2.15 $4.42 None sso o 
Since 1933, earnings of the Skelly Oil Co. have dis | Al 
played marked recuperative strength and profits last a | 
year were the largest since 1929. Net profit in 1936 of | the 
$4,850,314 was equivalent, after all prior charges and | sio 
preferred dividends, to $4.42 per share on the outstand- | sha 
ing common stock. This compared with $2,585,849, or | cor 
$2.16 per share in 1935. Rising earnings have enabled EF pre 
the company to effect considerable improvement in its E eq 
financial position; accumulated dividends of more than |} 
$25 per share on the 6% preferred stock were paid in | pay 
full last year; a $9,150,000 issue of 544% debentures was ~ ma 
refunded through the sale of $5,000,000 in 4% debentures | Ma 
and $3,000,000 in serial notes bearing interest of from | “Ti 
144% to 3%; a profit and loss deficit was wiped out by |__ha 
a readjustment of common capital, writing down par to | ad\ 
$15 from $25. The net result of these developments has __ pat 
been to place the common stock in a position where the anc 
early resumption of dividends is a virtual certainty. car 
Skelly has important representation in ull of the major |)! 
divisions of the oil industry, and crude producing proper- am 
ties, located in Oklahoma, Texas, Kansas, New Mexico pre 
and Arkansas, produced 8,870,000 of crude, or some 30% $6 
in excess of refinery requirements. Estimated crude re- The 
serves are equivalent to 14 years’ supplies, based on 1936 fina 
production, and equal to more than 85 barrels per share ) 
of common stock, after allowing for all prior obligations. per 
With a sizable surplus of crude production, the company con 
is in a position to obtain the full benefit of higher crude [first 
prices now in effect. Production this year has beet — nea 
stepped up and is reported to be averaging 39,000 barrels | ton: 
daily, against 24,300 barrels last year at this time. curt 
- Funded debt at the close of last year amounted to per 
$10,852,493 and notes and accounts payable were out- sha: 
standing in the amount of $2,623,680. Prior to the | out; 
1,006,348 shares of common stock are 56,300 shares of | the 
6% preferred stock. Current assets, at the end of last [) hav 
year, amounted to nearly $10,000,000, including cash of ) 193 
over $3,000,000, while current liabilities were $4,396,606. may 
MA 
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Net of $1,534,413 for the first quarter of this year was 
equal to $1.43 a share, an increase of more than 100% 
over profits in the corresponding period of 1936, when 
net was equal to 69 cents a share. On this basis, divi- 
dends of at least $3 per share this year for the common 
stock would appear to be a conservative possibility. Like- 
wise, the shares at recent levels of around 60 appraise 
current earnings prospects conservatively. 





Mead Corp. 
Earnings Per Share Dividends Paid 
1935 193 1936 Recent Price 
$0.51 $1.22 None $30 


Mead Corp. is one of the leading manufacturers of 
white paper for magazines. In addition, the company 
manufactures brown paper and tanic acid. Plant ex- 
pansion and property acquisitions since 1930 have added 
30% to productive capacity. At the present time, Mead 
is constructing a mill in Florida to produce bleached 
sulphate, the output of which will be shared with Scott 


juoted A 
r 1937 & 
nd in- 


Paper Co. This latter development is particularly im- 
- portant in the face of the possibility that the company 

t Price ; 
9 ' may be later faced with a shortage of pulp for the grades 
__ {| of paper which it produces. In addition, Mead, with the 
e dis- © Almours Securities, Inc. of Jacksonville, is constructing 
s_ last © a large craft-board at Port Saint Joe, Florida, marking 
136 of the company’s entry into one of the most profitable divi- 








s and | sions of the paper industry. The recent sale of 50,000 
stand- > shares of $5.50 perferred stock, series B, provided the 
49, of | company with funds necessary to finance these various 
abled | projects and the purchase of additional machinery and 
in its |) equipment. 

than | = Nearly half of the company’s annual output of white 
id in paper is sold to the publishers of such nationally-known 
s was | magazines as “Women’s Home Companion,” “American 
tures fF Magazine,” “Collier’s Weekly,” “McCall’s Magazine,” 
from | “Time,” and “Life.” All of these publications normally 
ut by | have a large circulation and carry a sizable quantity of 
var to | advertising. Other white paper products of the com- 
's has pany include book and lithographic grades of paper, bond 
e the | and writing papers, printing bristol-boards and uncoated 





2  cardboards for display advertising. 





major | At the end of last year funded debt outstanding 
‘oper- | amounted to $7,240,151. In addition to the new $5.50 
exico » preferred stock, there are outstanding 33,145 shares of 
30% | %6 preferred stock and 619,374 shares of common stock. 
le re | The latest available balance sheet discloses a comfortable 
1936 & financial position. 
share | = Net income of $955,020 in 1936 was equivalent to $1.22 
tions. F) per share on the common stock, after preferred dividends, 
pany —| compared with 51 cents per share earned in 1935. In the 
crude first twelve weeks of the current year, sales increased 
been | nearly 62%, reflecting both higher prices and increased 
urels F) tonnage. The gain in net profit was even greater, the 
> current figure of $550,716 being equivalent to 82 cents 
dd to per share on the stock, against $155,201, or 19 cents a 
out- share, in the comparable period of 1936. With increased 
. the output, there has been a considerable improvement in 
es of the company’s margin of profit. While paper prices 
"last have been raised, the current level is still lower than in 





sh of 
606. 


1930. It is not unlikely, therefore, that further increases 
may be effected later in the year. 
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All preferred accumulations were discharged last year 
by the issuance of one share of common and $4.50 in 
cash. With earnings rising rapidly, resumption of divi- 
dends on the common stock is an early prospect. Re- 
cently selling at 30, the common would appear to offer 
an interesting speculative opportunity. 


Lima Locomective Works 


Dividends Paid 
1936 


Recent Price 
$64 


Earnings Per Share 
35 193 


d$1.38 
d—deficit 


Although Lima Locomotive is the smallest of the three 
leading locomotive builders in the United States, this 
condition proved to be an advantage for the com- 
pany during the depression. Its size permitted greater 
latitude in the matter of operating economies, and the 
company was additionally favored by having no funded 
debt or preferred stock. As a consequence, losses suf- 
fered since 1930 were less than $5,000,000 and a com- 
fortable financial position has been safeguarded. 

Responding to the strong revival in railway equipment 
purchasing last year, the company’s loss of $251,104 was 
less than 50% of the 1935 deficit. During 1936, the 
company was awarded contracts for 104 locomotives, 
but orders for 83 of them were placed in the last four 
months. Actual shipments totalled only 21 engines and 
unfilled orders at the beginning of the current year 
amounted to $8,366,994. Several sizable orders have 
been received this year, necessitating the expenditure of 
$100,000 for enlarging plant facilities. Based on the 
recent trend of new orders, Lima has been receiving more 
than 20% of the total orders placed. With total capitai- 
ization, including the sale of 41,400 shares from the 
company’s treasury last year, amounting to only 211,057 
shares, Lima is in a position to show fairly substantial 
earnings on the stock this year. It is not unlikely, more- 
over, that other products which it manufactures, includ- 
ing power shovels, cranes, etc. will contribute further to 
better earnings. The promising aspects in the company’s 
outlook have not gone unnoticed marketwise and at 63 
the shares would appear to place a rather liberal valua- 
tion on potential earnings this year. Remembering, how- 
ever, the small amount of stock outstanding, such a con- 
clusion may prove to be more apparent than real. At 
least, the possibility is sufficiently assured to lend con- 
siderable speculative merit to the shares at this time. 


d$3.18 


Food Machinery Corp. 


Dividends Paid 
1936 


$1.00 


Earnings Per Share 
35 193 Recent Price 
$2.54* $3.33* $54 


* Year ended Sept. 30. 


Food Machinery Corp. is rated the largest manufac- 
turer of machinery and equipment for the handling of 
various food products, including fish, fruit, vegetables 
and canned meat products. Range of the company’s 
equipment is indicated by the fact that it enables food 
packers to scientifically handle their products in every 
stage until they are ready for the consumer. Some of 
this equipment is leased and return from this source 





107 








accounts for about 14% of gross income. The company 
also controls processes for adding color to fruit. Organ- 
ized less than ten years ago, Food Machinery has re- 
corded steady growth and expansion and during the de- 
pression escaped with only a single deficit—in 1932. 
While the company’s principal customers are in fields 
which are characterized by relative stability, earnings 
have fluctuated over a very wide area and partake of 
the general characteristics of companies identified with 
durable goods industries. 

All of the company’s funded debt was retired in 1935, 
the only capital obligation ahead of the common stock 
consisting of 20,000 shares of 444% convertible preferred 
issued early in 1936. Requirements ahead of the com- 
mon stock now amount to only $90,000 annually, as 
against $137,430 several years ago. The common stock 
is outstanding in the amount of 384,444 shares, having 
been split two-for-one last year. For the fiscal year 
ended September 30 last, the company earned the equiv- 
alent of $3.33 a share on the common stock and the trend 
of more recent earnings indicates a further enlargement 
in current profits. The six months’ period ended March 
31, last, produced earnings equivalent to $1.78 a share 
on the common stock, compared with 90 cents per share 
in the corresponding period of 1935. At the present time 
the common stock is paying dividends of $1 a share an- 
nually, a rate which appears almost certain to be in- 
creased in the near future. Last year the company was 
not subject to any tax on surplus earnings, but will be 
in the 1937 fiscal period. With the probability that cur- 
rent profits will show upwards of $4 a share available on 
the common stock, the shares at recent levels around 
54 are entitled to favorable consideration for increasing 
dividend return and gradual price appreciation. 


National Malleable & Steel Castings Co. 
Earnings Per Share Dividends Paid 
1935 1936 1936 Recent Price 
$0.23 $2.39 $2.00 $53 


Last year the National Malleable & Stecl Castings Co. 
recorded earnings available for its capital stock more 
than ten times greater than in 1935. Net profit of 
$1,130,408 was equivalent to $2.39 a share on 472,461 
shares of capital stock. This compared with $109,592 or 
23 cents a share in 1935. In a large measure, the con- 
spicuous improvement in the 1936 showing was due to 
the long deferred revival of railway equipment buying. 

The company is engaged in the manufacture of car 
couplers and parts, side frames and bolsters, journal 
boxes and lids, draft gears and many small miscellaneous 
items used by the country’s railroads. Under normal 
conditions, the railroad division is the most important, 
but during the depression years, operations were aided 
by demand for the company’s products from the auto- 
mobile industry. The latter include castings for axles, 
differentials, steering gears and transmission housings, 
and among automobile customers are included several of 
the foremost manufacturers. In addition to the prod- 
ucts sold to the railroad and automobile industries, the 
company makes various kinds of chain, castings for 
stadium chairs and pig moulds for various metals, con- 
veyor buckets, small wheels for industrial cars and many 


other items. The present organization was formed jp 
1923 and succeeded a business organized some years 
before the turn of the century. Past record is a good 


one for dividends were paid on the common stock by © 


the predecessor company every year between 1891 and 
1923, and only two years—1933 and 1934—was the ree. 
ord interrupted by the present organization. Last year 
stockholders received total payments of $2 a share. 

In the first three months of this year. the company 
earned the equivalent of $2.43 a share as against 93 
cents in the corresponding period last year. An excellent 


financial position suggests that the company is able to 3 


readily adjust dividend payments to conform with earn. 
ings. The shares are to some extent anticipating larger 


earnings but in relation to other issues of similar char- | 
acter, appraisal appears sufficiently reasonable to warrant | 
favorable consideration for the issue as a semi-specula- | 


tive venture for medium term holding. 


Jones & Laughlin Steel Corp. 
Dividends Paid 
1936 


Earnings Per Share 
1935 193 


Nil $0.03 $105 


Jones & Laughlin Steel Corp. is rated as the fourth / 
largest unit in the domestic steel industry, and the sec- 
Until last year, ac. | 
tivities were concentrated in the production of the | 
However, with the proceeds de- 
rived from the sale of $30,000,000 first mortgage 444% 
bonds early in 1936, the company’s productive capacity | 
will be enlarged to include many lighter forms of steel. | 
The company is a completely self-contained steel unit. 7 


ond largest in the Pittsburgh area. 


heavier types of steel. 


owning iron ore properties calculated to be sufficient to 
supply all of its requirements for at least 20 years, and 


coal reserves estimated as being sufficient for 70 years. 
Notwithstanding the ‘severe slump in the demand for © 
steel products during the depression, Jones & Laughlin © 
successfully weathered this period, sustaining an operat: 7 


ing loss in only a single year—1932. In consequence. 
the company merged from the depression in a strong 
financial position. 


With the benefit of enlarged demand for steel last 
year, earnings of Jones & Laughlin experienced an ap- | 
preciable recovery. A profit of $4,129,600 was equiv- J 


alent, after allowing for all prior charges and preferred 
dividends, to 3 cents a share on the outstanding common 
stock. This compared with a net loss of nearly $400,000 


in 1935. On the basis of the 1936 showing, the com- § 


pany’s common stock at recent levels around 105 would 
appear to be selling at an exceptionally high ratio to 
earnings. Further analysis, however, discloses several 
factors which the market price apparently takes into con- 
sideration. Last year the company suffered flood dam- 


ages, costing $956,454. The latter figure was equivalent F 


to $1.70 per share on the common stock, although this 
loss was charged against a $3,000,000 reserve previously 
set up for that purpose. Nevertheless, the company’s 
operations in the earlier months of 1936 were materially 
handicapped. In the final quarter of the year, however, 
net income was in excess of $2,000,000, or about $1.65 
per share. Throughout 1936 operations averaged 65% of 
the capacity. In the first three (Please turn to page 128) 
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Bond Suggestions 


Many High and Medium Grade Issues in More 


Favorable Position for Income and Appreciation 


BY J.S. WILLIAMS 


_ bond market has now steadied, following a decline 
which on the average carried the best bonds down some 
five or six per cent within a period of two months. 
Whatever the future course of the market, bonds are 
certainly cheaper than they were and for those indi- 


viduals seeking to revise current holdings or whose 
circumstances dictate further bond investments we 
have prepared the following list. It should be possible 
to make selections from it to meet the varying require- 
ments of different individuals. 













































































Bonds 
High Grade Investment Issues 
Fixed Charges Times Price Yieldto  — -" 
arne Matur- Comment 
__ Company 1935 1936 Call Recent ity 
American Telephone & Telegraph Deb. 314s, 1966 6.4 8.2 10714* 98 3.4 Although unsecured by mortgage, n an of the company's busi- 
ness and y hig ge for charges entitles the issue 
ie a * 3 ___ to the highest of ratings. 
Bethlehem Steel Cons, “E" 334s, 1966........... 1.6 3.2 105* 94 4.1 Combination of strong mortgage position and bright company pros- 
ee a 2 ___ pects are among the factors making for a bond of investment grade. 
Chesapeake & Ohio Ref. & Imp. “E" 31s, 1996. . 4.2 5.3 105° 96 3.7. Despite the investment of large sums in road and equipment, the 
past few years have witnessed a steady reduction in fixed charges 
8 ert ae and an increasing coverage for bond interest. 
N. Y. Central, Lake Shore Coll. 31s, 1998....... 1.0 1.2 NC 90 3.9 These bonds rank ahead of all those _ under the Consolida- 
: tion gage and are i sound i 
N.Y Y.| N.Y. Edison 1st & Ref. "E" 314s, 1966......... 4.1 2.8¢ 107* 99 3.3 Issue is in a formidably strong mort “a earnings position, 
Southern California Edison Ref, 334s, 1960....... 2.5 2.7 1071* 101 3.8 A first mortgage on the greater part of the company's pro perty and, 
subject to a small prior lien, a first mortgage on the remai nder. 
Standard Oil (New Jersey) Deb. 3s, 1961........ 9.6 103* 96 3.2 Although a debenture bond, the issue is of the highest invest 


ment caliber. 











Medium and Second Grade Issues 





NOGODEU SE, WOED 6 ocisisicccccccseecciceses 1.7 101* 


91 6.9 Cancellation of unprofitable leases has been a helpful factor. 
Company is not as yet strong financially, but further business 


gains should offset rising costs. 





Columbia Gas & Electric Deb. 5s, 1952.......... 2.2 103° 


Among the better holding company debentures. Despite the 
ee the bond is entitled to a good medium 
___grade rating. 


102 4.8 





Erie R. R. Ref. & Imp. 5s, 1967..............04- 1.1 105 


82 6.3 Among the junior obligations of the road. Outlook, however, 


has been improved by the rising trend of traffic. 





Empire Oil & Refining 1st & Coll. 51s, 1942..... 6 101° 


Company is an integrated oil unit and an affiliate of the Cities 
Service Co. Prior to the depression mm power was good and 
should the present bright prospects for oi! materialize, much of 
the ground lost during the depression might well be regained. 


89 8.2 





General Steel Castings 1st “A” 51s, 1949 C omtaraat 105° 


90 bnck powvy buying of railroad equipment which is in prospect 


shou the quality of this bond. 








International Tel. & Tel. Deb. 41s, 1952......... 100 °47 


8.7 Uncertaint ding the out for the Spanish investment 
has been an adverse factor. However, it is most unlikely that the 
company will lose everything in that country, although even if it 
= — could be met so long as business remains at present 
eve 








McKesson & Robbins Deb. 514s, 1950. pane Sie ate 103° 


103 Larger sales coming on top of greatly increased operating - 
uc d status 


ficiency have given these d 








National Power & Light Deb. 6s, 2026........... 110° 


A public utility holding company which is cated ts toa pen 
grade rating. 





Walworth 1st 4s,1955..........ccececeeeeecees 5 2.7 100 


Demand for valves and pipe fittings has again become profitable as 
is shown by the sharp rise in coverage for fixed charges. The 
bond is a first mort on all the company's property. 





_—. 











¢—Consolidated Edison fixed charges. 





*—Callable at gradually decreasing prices. 
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THE BUSINESS ANALYST 





A SPECIAL niche in the Hall of 
Fame should be reserved for the un- 
named wag who remarked recently 
that the United States is “threatened 
with nervous prosperity.” His aphor- 
ism covers perfectly not only the 
current business outlook; but also the 
entire zig-zag path of recovery since 
the banking holidays. Waves of price 
inflation and deflation, with conse- 
quent upsurgings in speculative pro- 
duction and then contraction, have 
followed one another with disturbing 
frequency. Business planners in 
Washington work on the theory 


Jahing. the Pulse of Business 


— Recovery Will Continue 


— Commodity Reaction Healthy 
— Record Steel Output 
— Building Gains Maintained 


— Rail Revenues Rising 


sumers, along with goods formerly 
withheld by manufacturers for 
higher prices. The situation is al- 
ways aggravated by cancellation of 
orders and by appearance upon the 
market of an enlarged supply of 
staple commodities the production 
of which had been stimulated by 








that recovery punctuated by a 
series of minor recessions is 
preferable to one grand boom 
like 1929, followed by a world- 
rocking smash. Perhaps they are 
right; but, right or wrong, it is 
fairly evident that the recent 
set-back in security and com- 
modity prices fits in with the 
plan. 

There is nothing very surpris- 
ing, nor especially alarming, 
about this price reaction. Specu- 
lation, particularly in commodi- 
ties, had been carried too far, 
and a correction at this juncture 
is not only timely but healthy. 
As always happens during a 
period of rapidly rising prices, 
there had developed under cover 
a number of speculative situa- 
tions, whose technical weakness 
becomes apparent only after re- 





BUSINESS ACTIVITY 


M.W.S. INDEX (PER CAPITA BASIS) 
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action has set in. Just as com- 





cancellation and withholding of or. 
ders. It is rather doubtful, moreover, 
if the present shake-out will be fol- 
lowed soon by a fresh outbreak of F 
speculative excesses; since approach- [| 
ing expansion in the production of 
world staples and a recent realiza- 
tion that world armament programs 
are actually consuming an almost 
insignificant proportion of all metals 
produced should have a sobering ef- 
fect upon commodity speculators. 
Meanwhile, barring extensive can- | 
cellations, most of the country’s ma- |= 
jor industries will continue to | 
operate at near capacity while | 
working off the huge backlog of 
unfilled orders. } 
Up to present writing, with [ 
holdings and cancellations of or | 
ders have not been so extensive [ 
as might have been expected in [ 
view of the rather sharp price | 
recession, and no damage what- 
ever has been done to the coun- 
try’s aggregate volume of pro- 
duction and shipments. In point 
of fact, resumption of near ca- 7 
pacity operations in the automo 7 
bile industry, following strike | 
settlements, has brought the | 
Business Activity Index back to | 
within hailing distance of its re- | 
covery high, despite curtailed | 
coal production. True, new | 
floods in Pennsylvania seem 
likely to cause a slight set-back | 
in the near future; but this will © 
have no relation to the specula- 








See 
























petitive buying carries prices too 

high during the inflation stage of a 
price cycle, so does competitive sell- 
ing drive prices too low during the 
deflationary phase. A declining mar- 
ket has to absorb the offerings not 
only of margin traders, but also the 
resale of excess inventories previ- 
ously accumulated by industrial con- 






prices attractive to marginal produc- 
ers. 

For some weeks prior to the price 
set-back the National Association of 
Purchasing Agents had been warn- 
ing its members against overstock- 
ing; so that, for a few months, manu- 
facturers will have to endure some 








tive debacle. : 

It is possible that, despite re | 
peated official denials, some steps 
may be taken eventually to curb our 
influx of gold; but it is hard to see F 
how this could prove deflationary. © 
True, an import tax on gold might 
depress foreign exchange rates; but 
experience with the franc devalua- 
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tion has disclosed that foreigners are 
too smart to sell us their goods any 
cheaper because of this. They simply 
raise export prices pro rata, pocket 
the windfall profits, and then calmly 
ask us to cut our export prices for 
their benefit. 

So long as urban and rural pur- 
chasing power continues to expand, 
it is not conceivable that the recent 
set-back in commodity prices can 
produce anything more than a com- 
paratively mild and brief recession 
in the country’s business activity. 
There has been no overexpansion yet 
either in plant capacity or in bank- 
ing credit to bring on another major 
depression. 


The Trend of Major Industries 


STEEL—A belief that other steel 
companies will follow the lead of 
Carnegie-Illinois in making no price 
changes on finished products for 
third quarter delivery, coupled with 
prospects for continued labor peace 
in the industry, has removed the in- 
centive for placing heavy advance 
orders. Consequently it is only na- 
tural that incoming business should 
have slackened somewhat recently. 
Meanwhile operations have been 
stepped up to a fresh recovery high 
on urgent demands for delivery of 
steel for immediate consumption. 
Thus far there has been little if any 
cancellation of orders, and mills ex- 
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4 pect practically no reduction in op- 
| erations during the normally dull 
| Summer months. Recent weakness 


in scrap prices is probably not pro- 


) phetic of any nearby recession in out- 


put; but more likely due to release 
of stocks which were being held back 
in hopes of obtaining yet higher 


| prices—a dream which has been 
nary: § 


shattered by the recent decline in 
commodity prices, and by opening of 
navigation on the Great Lakes. Re- 
cent floods in the Pittsburgh district, 
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though short lived, have caused some 
interruption in operations, and ex- 
pansion in building activities is being 
slowed down to some extent by ris- 
ing costs for labor and material. 


CONSTRUCTION — Residential 
building permits granted in March 
were ahead of March, 1936, by 55% 
in number and 87% in estimated 
cost. This compares with a 70% 
gain in estimated cost for the entire 
first quarter. Construction awards 
for March in 37 States East of the 
Rockies gained only 17% over 
March a year ago, against an in- 
crease of 65% for home building 
contracts, the discrepancy being due 
to further tapering off in Govern- 
ment construction activities. The 
volume of new floor space contracted 
for during the first quarter was 33% 
ahead of last year; but 538% below 
that of the corresponding period in 
1928. It is reported that a number of 
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large construction jobs have been 
postponed or abandoned owing to 
high material and labor costs. 


METALS—While the precipitat- 
ing cause of the recent slump in cop- 
per prices was a tightening up of 
banking credit to speculators in Lon- 
don, the decline has been accentu- 
ated by a number of factors, includ- 
ing prospects for greater mine out- 
put, the dumping of speculative 
holdings, release of scrap which was 
being hoarded for yet higher prices, 
resales of excess inventories by large 
consumers, and publication of the 
findings of a recent survey which 
discloses that the present army and 
navy programs of a half dozen major 
powers combined would not use 
more than 3% of the world’s annual 
copper production. We would again 
point out to investors in the securi- 
ties of copper companies that most 
mines had sold their output months 
ahead at prices even lower than now 








prevailing since the setback; but at 
prices well above last year’s aver- 
age; so that earnings for the current 
year should be considerably better 
than in 1936, regardless of the recent 
shake-out. 


RAILS—Aided by stocking of 
coal, railroad operating earnings in 
March reached the highest level for 
any like month since 1929, and 
brought the industry into the black 
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for the first quarter by a margin of 
nearly $14,000,000, compared with a 
net loss of $28,000,000 after charges 
during the first quarter of 1936. 
Since expansion in ore shipments and 
other classes of freight traffic has 
not yet quite sufficed to overcome 
the recent loss in coal business, gross 
income in April will be a little lower 
than for March; but probably around 
15% ahead of April, 1936. Mean- 
while truckloadings are expanding at 
the rate of 26% annually. Since our 
last issue, the I. C. C. has granted 
scattered freight rate increases 
which, added to allowances a month 
previously, will raise the carriers’ 
revenues by more than $9,000,000 
a year. 


OIL—In spite of the circumstance 
that crude and refined stocks of pe- 
troleum are still increasing slowly at 
a time of year when they should be 
decreasing, Governor Marland of 
Oklahoma demands higher prices for 
crude produced in that State, under 
threat of a severance tax based upon 
quantity, rather than on value as 
under existing laws. In view of the 
present deflationary setting, this agi- 
tation for higher prices seems scarce- 
ly timely, especially in the light of 
recent reports disclosing that the in- 
dustry earned about 50% more in the 
first quarter this year than last year. 


AUTOMOBILES—Domestic fac- 
tory sales of automobiles in March 












came to 494,000 units, an increase 
of 18% over March, 1936. Total 
sales for the first quarter amounted 
to 1,238,000, a gain of 16%. Truck 








AUTOMOBILE PRODUCTION 
160 





eat 
$386 


s 


U 
1936 


THOUSAND CARS 
338 


LJ 
oo 








JFMAMJJASOND 














sales for the first quarter were up 
11%, compared with a 17% increase 
for March. The reported decrease of 
only 14.6% in General Motors per- 
share first quarter’s earnings came as 
a welcome surprise in view of the 
Company’s strike difficulties. While 
the industry’s output is now close to 
a seasonal peak, it is believed that 
activity this Summer will taper off 
less rapidly than usual. 


MERCHANDISING — Although 
sales reports for March made pleas- 
ant reading, the results thus far pub- 
lished for April have been superficiai- 
ly disappointing until allowance is 
made for the circumstance that 
Easter fell in March this year but in 
April of 1936. Comparing March this 
year with March a year ago, sales of 
rural merchandise increased 18%, 
compared with a gain 


until excess inventories can be 
worked off. The brighter side of the 
picture is that large stocks of lower 
price goods may serve to retard a 
threatened skying of retail prices 
until raw material declines make it 
possible to replenish inventories at 
more reasonable figures. Merchants 
are already bringing heavy pressure 
upon wholesalers to reduce prices, 
and this pressure is being passed 
down along the line from wholesalers 
to jobbers, from jobbers to manufac- 
turers and from manufacturers to 
the suppliers of raw material. Thus 
far there has been no wage cutting, 
which would be resisted militantly in 
industries dominated by organized 
labor. So long as wages are not cut 
and working forces are not reduced 
materially there is no danger that 
the present price reaction will degen- 
erate into a deflation spiral leading 
down to another major business de- 
pression. 


UTILITIES — Recent reports 
from Washington indicate that the 
Administration has not abandoned 
its plans for the Government to em- 
bark upon large hydro-electric proj- 
ects for the production of electric 
power in unfair competition with 
private capital, despite the recently 
declared intention of slowing up on 
expenditures for heavy goods, such 
as cement and steel. The American 
Tel. & Tel. Co. announces that about 
half of the world’s 35,000,000 tele- 


phones are in this country, which 
has only 6% of the world’s popula- 
tion. Nevertheless, a threat to the 
present gratifying rate of increase in 
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earnings is seen in the agitation for 
higher wages in both telephone and 
telegraph industries. 


COAL—By way of contrast, it is 
worth noting that England has about 
decided to nationalize her coal in- 
dustry in order to effect economies 
which will enable mines to pay a 
living wage thewhile holding down 
prices to an economic level. Mean- 
while, in our-own country, President 
Roosevelt has signed the Guffey- 


Vinson Coal Bill, which legalizes a | 
virtual monopoly destined to per [| 





Bi acorn 





petuate wasteful production methods 


through prices so high as to invite 
competition from substitute fuels. 


Conclusion 


The reaction in prices for stocks, | 


bonds and conm- 








of only 14% for the 
first quarter; while the 
value of new life in- 
surance written in 
March, increased 
19%, against a cumu- 
lative gain of only 
8.8% for the first 
quarter. On the other 
hand, department 
store sales in the New 
York area during the 
first half of April fell 
1.7% beneath the cor- 
responding fortnight 
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stances, stocks of mer- 
chandise, accumulated 
at lower prices, are 
from 20% to 25% 


higher than a year Farm Products. . . 
. . OOGS........-.% 

ago, which points to Hides and leather 
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_| THE TREND OF COMMODITY PRICES 


(U. S. DEPARTMENT OF LABOR INDEX 1926100) 


of 1936. In some in- : PS. 
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1916 1917 1918 1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 1929 1930 193! 1932 1933 19341935 1936 1937 


Changes in Major Commodity Price Group for the 


Fortnight Ended April 24, 1937 


eheneeeabee down 0.8 TS eee eee 
Pe. down 1.1 Building Material.......... 
Sececeusoncee down 0.1 OO Sea 
eveneeare no change Housefurnishings........... 
Sedo eeeoaneoee up 0.4 Miscellaneous........... 


modities appears to 
have generated a 
wave of pessimism 
and fear out of all 
proportion to its size 


course there will be 
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1937 Indexes 


1936 Indexes 

























































0.0 
High Low Issues (1925 Close—100) High Low Apr.17Apr.24 May 1 
106.0 78.4 330 COMBINED AVER. 122.0 104.6 111.6 108.8 104.6x 
204.6 113.4 5 Agricultural Impl ts... 241.0 204.6 238.7 237.3 241.0H 
68.6 39.9 6 Amusements............. 72.6 65.5 72.2 67.8 65.5x 
143.5 116.8 16 Automobile Accessories... 146.6 117.9 122.8 123.6 117.9x 
24.9 17.7 13 Automobiles............ 30.1 23.3 26.7 26.4 24.5 
156.8 104.3 8 Aviation (1927 Cl a 178.0 141.4 153.7 151.1 141.4x 
23.8 12.6 3 Baking (1926 Cl—100).. 28.5 19.9 22.6 20.3 19.9x 
500.9 318.6 2 Bots. & Cks. (‘32 Cl —1 00) 536.0 456.6 493.1 484.9 482.6 
262.0 202.8 3 Business Machines........ 308.6 249.8 276.1 262.3 249.9x 
287.4 216.2 2 Cans........ 242.8 194.8 205.7 197.4 194.8 
237.1 187.5 10 Chemicals. . 247.7 214.8 237.2 231.0 214.8 
73.8 42.8 15 Construction . 88.3 72.1 78.4 74.8 72.1x 
166.4 87.9 10 Copper & Brass. ’ -ooe 297.3 159.7 175.3 171.2 159.7x 
47.8 39.3 2 Dairy Products........... 43.0 38.9 40.7 39.5 38.9x 
41.8 23.3 10 Department Stores........ 42.7 35.0 37.0 36.7 35.0x 
100.1 72.8 8 Drugs & Toilet Articles.... 108.8 92.1 100.4 97.5 95.6 
441.1 227.2 2 Fame ee. -seeee 388.4 323.5 338.8 347.2 346.4 
70.1 60.9 7 Food Brands............. 71.9 61.0 65.2 63.0 61.0x 
56.6 41.4 4 Food Stores............. 53.2 46.1 48.1 48.3 46.1x 
SORE GSi7 SFR. 6:60 esicscceces 122.3 103.2 113.7 110.4 106.0 
1296.9 1116.0 4 Gold & Platinum Mining.. 1253.6 1001.0 1079.1 1053.8 1001.0x 
51.0 36.6 5 Investment Trusts.......... 58.6. 49.2 52.3 50.7 49.3 
341.6 265.2 3 Liquor (1932 Cl—100)... 317.8 276.5 297.9 286.8 276.5x 
189.5 134.7 9 Machinery............0. 209.8 181.6 187.9 183.8 181.6x 
SOTA GIB 2B WON IGS. 066. ccwcccscs 104.2 89.5 a 89.5 e 
83.9 59.4 4 Meat Packing............ 109.6 79.6 95.2 90.1 87.8 
232.5 159.5 14 Metal Mining & Smelting.. 334.1 232.5 285.1 278.8 262.3 
ee a 0 Cre 26.5 19.0 26.5H 23.1 22.6 
142.8 97.2 24 Petroleum & Natural Gas... 158.8 142.8 155.3 le 148.5 
96.6 67.2 18 Public Utilities........... 14.9 83.9 92.0 87.9 83.9x 
35.4 26.7 4 Radio (1927 Cl—100).... 31.7 24.5 27.1 26.3 24.5 
100.4 52.5 9 Railroad Equipment....... 112.9 89.2 95.7 91.5 89.2% 
SPB BILD BA RMNGES......cccccccccs 48.6 37.2 44.3 43.5 42.5 
a ee | err 28.5 18.4 21.4 19.4 18.4x 
87.6 62.7 4 Shipbuilding............. 87.6 66.0 70.8 69.9 66.0x 
124.5 85.2 Pere 165.6 124.5 148.0 145.8 138.5 
a SS 45.2 38.7 40.6 39.9 39.2 
175.6 942.3 2 Sulpher.......cccccsccee 171.2 153.5 163.4 159.6 153.5x 
97.4 76.6 3 Telephone & Telegraph. . 85.3 71.6 77.4 73.4 71.6x 
J Oe Po Sere 91.8 77.1 83.8 81.5 79.2 
20.9 10.6 4 Tires & Rubber........... 29.2 20.5 26.9 27.0 25.9 
100.2 87.2 4 Tobacco................ 99.4 83.9 86.5 85.2 83.9x 
76.2 69.0 § Traction............ss06 71.9 47.3 51.5 48.4 47.3x 
369.2 232.5 4 Variety Stores........... 346.8 275.4 300.4 288. 275.4 
H—New HIGH record since 1931. x—New LOW this yezr. 
DAILY INDEXES OF SECURITIES 
N. Y. N. ¥. Times 
Times Dow-Jones Avgs. 50 Stocks 
40 Bonds 30 Indus. 20 Rails High Low Sales 
Monday, April 19..... 86.27 180.82 60.52 133.38 132.34 818,120 
Tuesday, April 20...... 86.35 181.44 60.95 135.11 133.53 1,127,760 
Wednesday, April 21... 86.32 183.60 61.53 136.54 134.38 1,247,980 
Thursday, April 22..... 85.96 171.70 60.95 136.31 133.50 1,180,020 
Friday, April 23....... 85.75 178.54 60.24 134.93 131.28 1,202,769 
Saturday, April 24..... 85.54 176.98 59.54 131.17 129.83 807,640 
Monday, April 26..... 85.09 171.97 57.26 129.71 126.61 2,023,710 
Tuesday, April 27...... 85.01 174.52 57.96 129.77 127.24 1,411,800 
Wednesday, April 28... 84.74 170.13 56.61 128.66 125.32 2,525,780 
Thursday, April 29..... 84.84 170.52 56.90 128.94 126.45 2,026,120 
Friday, April 30....... 85.19 174.27 58.63 130.16 127.87 1,449,500 
Saturday, May 1....... 85.33 174.42 58.26 129.95 129.08 551,450 
STOCK MARKET VOLUME 
Week Ended May 1 Week Ended April 24 Week Ended April 17 
9,988,360 6,384,289 6,654,660 
Total Transactions Same Date Same Date 
Year to May 1 1936 1935 
194,440,005 220,288,073 75,203,579 
Note: Latest figures compiled as of April 30. (b)—1,000 Gross tons, (C)—lron Age. 
(d)—F, W. ae gy states. (e)—Estimated. (f)—Dun & Bradstreet. (G)—U. S. Labor 
Bureau '23-25—10 *“lron Age Composite. 


§—Week ended Awl 29. Fe.—February. 


*—000 omitted. {—000, air = omitted. 
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MONEY RATES 


Time Money (90-day) 
Prime Commercial Paper 
Call Money............. 
Re-Discount Rate......... 


CREDIT 


Bank Clearings, N. Y.t...... 


Bank Clearings 


(outside N. Y.)T....... 
Brokers’ Loans, F, R.t..... 


Brokers’ Loans N. Y.S.E.t... 
New Corporate Financingt. . . 


COMMODITY PRICES 
Finished Steel* ¢ per Ib 
Pig lron* $ perton....... 
Steel Scrap* $ per ton..... 
Copper, $ per lb......... 
Lead, 'S parle... .... 0055 


Sugar, raw, $"per Ib....... 
Silk, raw, $ per lb........ 
Wool, raw, $ per lb........ 
Wheat, Price, July, $ per bu. 
Cotton Price, July, $ per Ib. . 
Corn Price, July, $ per bu... 


KEY INDUSTRIES 


Steel Ingot Prod. (6) (tons)... 
U. S. Steel Corp. Shipments 


Pig Iron Production (b) (tons). 
Operating Rate, % Capacity . 
Auto Production......... 
Bldg. Contract Awards (d)*.. 
Residential Bldg. (d)*.... 
Engineering Contracts. .... 
Cement Shipments* (bbis.).. . 
Cotton Consumption (bales)*, 
Mach. Tool Orders, '26— 


Oil Prod., daily aver. (bbis.)* 
Stocks of Gasoline (bbls.)*. . 
Elec. Pwr. Output (kwh)T.... 


TRANSPORTATION 


Carloadings*®............ 


Miscellaneous Freight* 


Merchandise, L.C.L.*.... 


TRADE 
Dept. Store Sales 


Merchandise Imports*...... 
Merchandise Exports*. ... 


Business Failures (F)......... 


EMPLOYMENT 


Ao) 
Durable Goods Industries (G). 
Consumers Goods (G).... 

Factory Payrolls (G)....... 


*23-25— 


Latest Previous Year 
Week ee go 
14% 14% 1% 
1% 1% w% 
1% 1% 7% 
112% 114% 112% 
$3,345 $3,463 $3,269 
2,245 2,392 1,882 
1,102 1,084 1,056 
Last 
April1  Mar.1 Year 
$1,158 $1,074 $996 
221Mr 225Fe 466 
Latest Previous Year 
Week ee Ago 
2.605 2.605 2.097 
23.25 23.25 18.84 
20.00 20.75 14.54 
14 21414 0914 
206 206 046 
063%, .0634 .049 
5485 571% 47 
-2114 22314 216 
1.27 1.27 1.17 
0340 0350 20375 
1.84 1.90 1.69 
1.10-1.12 1.10-1.12 87 
1.20 1.1814 86% 
21291 21324 -1105 
1.1714 1.15% 60% 
Year 
Mar. Feb. Ago 
5,229 4,425 3,343 
1,414 1,134 784 
3,459 2,999 2,040 
90.5§ 92.0 70.5 
518,715 383,637 438,945 
$231,246 $188,257 $198,762 
90.168 63,012 55,221 
156,788 189,197 147,697 
7.879 5,163 7,186 
779 664 551 
211.6 165.2 105.3 
Latest Previous Year 
Week Week go 
3,496 3,463 2,932 
82,303 82,703 73,704 
2,188 2,173 1,914 
Latest Previous Year 
eek ee Ago 
761 751 665 
327 333 283 
170 173 161 
Year 
Mar. Feb. Ago 
92 95 84 
$75,106 $52,855 $58,810 
306,699 277,805 198,701 
256,390 232,504 195,100 
802 721 946 
Year 
Mar. Feb. Ago 
101.0 99.6 87.7 
96.0 93.2 80.2 
106.3 105.1 96.1 
101.2 95.7 77.6 






































The Personal Service Department of Tae MaGazine or Watt Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 
4. 


envelope. 


If not now a paid subscriber, use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Ingersoll-Rand Co. 


Do you still consider Ingersoll-Rand at- 
tractive as a long-term investment? I have 
had excellent appreciation in my shares ac- 
quired at 76, and um undecided whether to 
continue holding—J. T., Cincinnati, Ohio. 


Net earnings reported by Inger- 
soll-Rand in 1986, equivalent to 
$6.42 a share, do not alone justify 
higher quotations for the shares, but 
the comparison afforded with the 
1935 report revealing a pronounced 
uptrend; the definitely promising 
outlook which encourages the hope 
for further improvement in earnings; 
together with the exceptional trade 
position and the strong financial 
status of this company; al! combine 
to give this stock an exceptional ap- 
peal for long-term investment. All 
forms of public construction activity, 
buildings and road work, mining and 
drilling operations create the de- 
mand for the equipment which In- 
gersoll-Rand is called upon to sup- 
ply. The company manufactures air 
compressors, oil and gasoline motors, 
drills and pneumatic equipment. It 
is an important manufacturer of 
Diesel engines and also has entered 
the field of mechanical refrigeration 
and air conditioning. During the 
past several years extensive govern- 
ment projects have benefitted the 
company, and while from that source 
it seems probable that this company 


114 


will continue to derive a substantial 
volume of business in the future, 
there is evidence currently to sug- 
gest that sales to private enterprises 
will have an increasingly large share 
in the equipment orders to be re- 
ceived by Ingersoll-Rand in the fu- 
ture. Revival of construction activi- 
ties and extension of operations in 
mining fields, among the transporta- 
tion companies, and the demand for 
larger plant facilities from manufac- 
turers, seem likely to provide Inger- 
soll-Rand with a heavy volume of 
business for some time to come. 
These shares present a promising 
prospect and we would suggest re- 
tention of your holdings, acquired at 
such an attractive figure. 





Great Northern Railway Co. 


Please tell me if you expect Great North- 
ern pfd. to show continued progress over the 
coming months. I am indeed pleased that I 
held my shares on your advice when I 
thought of selling around 35 last July— 
K. D. F., Detroit, Michigan. 


The President of the Great North- 
ern Railway Co. announced that he 


Qnauini 


was optimistic on the outlook for in- 
creased shipments of ore and since 
this item constitutes so large a por. 
tion of the total shinments over this 
road, and since probabilities favor 
betterment in traffic volume in the 
other items such as wheat and agri 
cultural products, manufactures, etc, 
there is we believe, a clearly defined 
basis upon which to forecast con- 
tinued uptrend in traffic volume and 
earning power. The report of the 
road for 1936 disclosed share earn- 
ings at $3.98 against $2.87 in the 
preceding year. Total operating rev- 


enues increased very substantially, [ 


but higher maintenance charges con- 
sumed a large portion of the increase 
in revenues—otherwise share earn- 
ings would have been substantiall; 
higher. The financial status is satis. 
actory and easy money rates have 
permitted the road to refinance 
bonds at a substantial saving in in- 
terest charges; which savings should 
for a period of years increase the net 
income available for the commun 
stockholders. The earnings of the 
road last year were undoubtedly 
lowered by reason of the drought in 
the Northwest and a large wheat 
crop with the greater prosperity iD 


that territory, should help to restore F 


more normal earning power during 
the current year. 


and at current quotations, these 
shares do not appear to have greatly 
discounted the reasonable expecta- 
tion of substantial betterment 
earning power in the future. We 


find no excuse at this time to dis- 


turb your position. On the contrary 
(Please turn to page 122) 


a) 
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Prepaid and Instruct Us to Answer Collect} 
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Great Northern’ > 
record prior to the depression years fF 
inspires a good deal of confidence, f 
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Selected Stocks Offer 























Near Term Protits of 
» to 1D Points... 
or in- HE recent action of the market presents a striking parallel to that of April, 1936. 
— Leading security averages have just passed through a corrective decline of 12.5% 
1 por- 
r this as compared with one of 11.3% a year ago. Last year, in a similar situation, FoRECAST 
“a subscribers took advantage of outstanding opportunities that developed . . . purchasing 
| agri: under-valued stocks at attractive levels. Many profits of 5 to 15 points resulted. 
5, etc, 
efined Similar possibilities for quick and substantial profits exist today. You may buy se- 
con- — ‘ . ‘ . 
ee lected securities now with the assurance that they will go considerably higher over the 
vf the coming months . . . based on the underlying inflationary trend and fundamental business 
T . 
lees recovery. 
x rey- 
tally Place your subscription to THE FORECAST now, 
S COn- So that we can arrange to:— 
crease 
earn (1) Analyze your present security holding in the light of their industrial, economic and infla- 
_ tionary outlook and advise you what to continue to hold and what to sell. 
satis- 
have (2) Have you concentrate your capital, through definite recommendations, in those securities 
nance : ' : 
i offering the best protection and profits. We will tell you what and when to buy and when 
hould to take profits. This service will be provided during the entire life of your subscription. 
P P g bi P 
1e net 
the Act today under the terms of our special offer by mailing the 
rtedly coupon below with your remittance. Our first recommendations at 
ne this time should bring you profits of many times our annual fee. 
whea 
ity in 
vari THE INVESTMENT AND BUSINESS FORECAST 
a Special of The Magazine of Wall Street 
years Offer 90 BROAD STREET CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 
dence, : : enclose $75 to cover my six months’ test subscription to The ee and Business Ferecast. I un- 
these | Your subscription will pnsggstd i an ee I select 1 will receive the complete service by mail. ($125 will 
reatly 5 start at once but date Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private 
pecta- 1 from June 15 Code after our Code Book has had time to reach you.) 
. CJ TRADING Short-term recommendations following intermediate market swings. Three to 
nt 1D our wires a month, ree to five stocks carried a ime. $1. c 1 
We 4 e ADVICES ees to bay ag ae of ‘all aro decperrsr is 8 on ‘oon aa Reva sie 
dis } THE Forecast acts only in oO UNUSUAL saad ger —- yesh offer ——- oO Ie = wee ——— 
wo to three wires a month. ree to hve stocks carried at me. 5 capit 
ntraly ; an advisory capacity, handles OPPORTUNITIES sufficient to act in 10 shares of all recommendations on pate 60% ae , 
) q no funds or securities and CT} BARGAIN + gag gg common ‘oe? with — —, eee oor 
ne to two wires month, ree to ve stecks carrie t a time. > 
has no financial interest in INDICATOR sufficient to buy 16 dikes ef all recommendations on over 60% fama: 
— 4 ° 
any issue or brokerage house. RIN oS ine BE 6a le Se SES eR eR CAPITAL OR EQUITY AVAILABLE.............00: 
vrai [{ lssole purpose is the growth IN biscuit han bp a ound pS ses ok Malet nk eaen ad bids weibee anek wa watkag ees 
> } of your capital and income 
. ct. i through — RRO, och wielacele-o/eneo1s a se ae le eee oe wins Bla eaemie ee SOI ois ib dsw 0cece ane. 4 theese ae ane elas eee eee May 8 
: } ; Include a Complete List of Your Present Holdings for our Analysis and R dations 
DN PIP PPPPDPPPPPP DD 
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Folder with Trading Requirements on | N ew Y or k &, t oe k E xe h ah ge ] 


STOCKS BONDS ; 
COMMODITIES Rails 


Sent to Investors upon Request 1935 Last Div 
———$--—<——_ ale $ Per 


—_—_—_<_—_—_—_—X— 

As members of the principal a tow i 4/28/37 Share 
exchanges we are in a position 60 35% 59 82% 12.00 
to be of service to you in the 374%, 19% 44%, 11.00 
purchase and sale of Stocks, B f 
Bonds and Commodities. 18 325, 

CASH OR MARGIN ACCOUNTS 

IN FULL 


OR ODD LOTS Canadian Pacific 


“ ” Chesapeake & Ohio 
Ask for ‘‘Booklet M,’’ giving trading ae Gt. Western Pfd.. 


requirements and other information. St Paul & Pacific. 
CM a St. Paul & Pacific Pfd 


J.A.AcosTA& Co. | | seesict es: 


Members D 
New York Stock Exchange Delaware & Hudson 
N. Y. Curb Exchange (Assoc.) Delaware, Lack. & West 
New York Cotton Exchange 
New York Produce Exchange ErieR.R 
N. Y. Coffee & Sugar Exchange wre 
Chicago Board of Trade 
Commodity Exchange, Inc. Great Northern Pfd 
New York Cocoa Exchange 


60 Beaver St. New York illinois Central 
Phone BOwling Green 9-2380 








K 
Kansas City Southern 


L 
Lehigh Valley Vo 22 
Louisville & Nashville 1023 
M 


Mo., Kansas & Texas if 95% 


of Mo., Kansas & Venes rid. e-- 33% 
Missouri Pacific. . Ae a eicaw: ae 1 4 
N 
FO R G00D PRO FIT New Yew Central Bead 495/g 
N. Y., Chic. & St. Louis 19 6 5314 


When EASTERN ROLLING MILL was sell- N. Y., N H. & Hartford 6% 
ing at 11%, we advised its purchase as an Norfolk & Western 218 158 31014 
attractive low-priced speculation. Two weeks Northern Pacific 36% 
later it sold at 16% —a gain of more than 
40%. This demonstrates the unusual profit 
possibilities in carefully-selected stocks. Pennsylvania 
We have selected another issue which also 
looks particularly promising. It is a stock Reading 47 
in which you might, during the months 
ae — — than- = ‘ae It 
will, we believe, sell muc igher. ow, . 2 
passer ~ may be bought for less than 2. Loule-Sen Fran 6534 
00 a ware. Southern Railwa 43% 
The name of “mg * stock will be sent to you x 








jon ay no free. Also an interesting booklet, T 
“MAKING MONEY IN STOCKS.” No charge DRE IND: 5 ccoGsbsnassceessaess 281% 
—no he weery Just address: 


INVESTORS RESEARCH BUREAU, INC. 
Div. 590, Chimes Building, Syracuse, N. Y. 


54%, 
U 
Union Pacific 8 149%, 108% 148% 


WwW 
Western Maryland 51 1214 81 11% 
Western Pacific 3% if 4 1 - 4%, 














DIVIDENDS Industrials and Miscellaneous 


ARMOUR ano COMPANY | 1935 1936 1937 Last 
(ILLINOIS) | ; ‘Hish Low “Hish Low 4/28/37 


On April 20 a dividend of twenty cents errr 35 285 
(20c) per share on the common stock of —. TE ced Hr it 
the above corporation was declared by the Alaska Juneau 17 i 
Board of Directors, payable June 15, 1937, Allegheny Steel 

to shareholders of record at the close of — —- 9 OK 
business May 25, 1937. : 8 ‘ 
On April 20 a quarterly dividend of one 125% 
and three-fourths per cent (13%%) per Amer Asie Mg ogg Lk ee 89 

share on the 7% Cumulative Preferred ee ee es bis 

Stock, and a dividend of one dollar and American 

a half ($1.50) per share on the issued and Amer. Car 

outstanding $6.00 Cumulative Convertible g 

Prior Preferred Stock of the above cor- — ee - 

poration were declared by the Board of pce Rolling Mill. 

Directors, both payable July 1, 1937, to Amer. Smelting & Refining 

shareholders of record at the close of busi- Amer. Steel Foundries 

ness June 10, 1937. Amer. Sugar Refining................- 


E, L. LALUMIER, Secretary —— 


b. B 
Amer. Water _—_ & Elec 


ARMOUR AND COMPANY —_ beh cen P i 
, naconda Copper Mining...........- 
OF DELAWARE oman Co. of Ill 


On April 20 a quarterly dividend of one Se: 


and three-fourths per cent (1%4%) per . fone os 

share on the Cumulative Preferred Capital Seiganiaianbial ; ve S 
Stock of the above corporation was de- 8 _ Manhal 
clared by the Board of Directors, payable Baldwin Loco. Work:......... of 21 43% £95 | Masoni 
July 1, 1937, to stockholders of record at veoh y Oil WA 00 Mathies¢ 

the close of business June 10, 1937. Beatrice Creamery. . RPS ene P 2 aoe 
; Beech-Nut Packin 4 cm 112 112 07 ‘ 
FE. L. LALUMIER, - Secretary Bendix Aviston. Mel 
thick e eae 
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STOCKS 
A Luy NOW? 


Does the 24-point decline in the 
industrial average offer an out- 
standing buying opportunity? 
Or is this the start of a long 
downward trend? 


N the favorable side, some author- 

ities point out that the extent of 
the decline is only a normal correction 
of the 1935-36 advance; also that 
stocks have been forced down by 
heavy foreign liquidation flowing from 
the upset in commodity markets — a 
temporary influence. 

On the other hand, some see in 
rising wages and higher prices, a 
definite threat to profit margins and 
to business expansion. 


6 Cheap Stocks! 


These conflicting factors are ex- 
pertly weighed in the current 
Unrrep Bulletin, and a_ timely 
Unitrep Opinion Forecast given 
on the Stock Market outlook. 
In addition we list 6 issues under- 
valued at current levels. 


Send for Bulletin W. S. 61 
UNITED BUSINESS SERVICE 


210 Newbury St. ~ rr Boston, Mass. 

















Odd Lots—100 Share Lots 


Safety is only one of the many 

features obtained by Odd Lot 

investors. 

Write today for copy of our book- 

let fully explaining the many ad- 

vantages of Odd Lot Trading. 
Ask for M.W. 802 


John Muir&(a 


Established 1898 
Members New York Stock Exchange 
39 Broadway New York 




















20 Leading 


Aviation Stocks 
New 1937 Edition 


Booklet M. on request 


Dunscombe & Co. 


Members New York Stock Exchange 


60 Broad Street, New York 

















"A LITTLE DOES ALOT’ 


Send for free cook book and mixing guide. 





Address Angostura, Norwalk, Conn. 
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Dictatorship on the Decline 





(Continued from page 90) 


position to the last, and like Oliver 
Cromwell, to rule on with the last 
remnants of their adherents against 
the will of the whole nation. They 
might succeed for a while, were it 
not a matter of fact that there are 
now different tempers and opinions 
among Cabinet members themselves. 
It is known that Hitler, now more 
inclined to moderation, intends for 
reasons of health to retire more and 
more from active politics and to take 
a rather representative place in the 
Reich as formerly Hindenburg did. 
Goering, who already runs twelve 
different chief posts, is said to be- 
come his prospective successor. He 
is no longer inclined to extreme 
party politics but would tend to take 
reckless and desperate chances in 
critical moments. Hess, the “repre- 
sentative” of the Fiihrer, has so far 
played the intervening part, calming 
the radicals, while Goebbels, the 
Propaganda Minister, is Goering’s 
fanatic counterpart. Dr. Schacht, 
President of the Reichsbank and 
Minister of Economy and extremely 
ambitious, is trying to save the last 
survivals of private capitalism in 
Germany in opposition to the party 
theorists, who desire State socialism 
or “planned economy.” Since the 
massacre of the 30th June, 1934, the 
Reichswehr has become the back- 
bone of Germany’s policy. The 


' opinion of its generals will influence 


every important decision in the near 
future. No doubt, there are a lot of 
dangerous tensions among the Cabi- 
net members; but still Hitler has 
the power in his hands. 

Should it be possible to avoid a 
schism within the Cabinet or party, 
the increasing financial difficulties 
might emerge more and more and 
determine the further steps of the 


» Third Reich; for by continuing the 


autarchy-policy the population will 
be forced to a further reduction of 
their standard of life on such a scale 
that it may become doubtful 
whether even Hitler’s authority will 
be able to prevent a dangerous out- 
break of discontent. Should he not 


| in due time succeed in making a 






| peaceful agreement with the other 
| powers, Nazism might have no other 
| &xpedient but to veil its inner col- 
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New Stidebaker 


STATE 
PRESIDENT 


America’s first 


premium car without a premium 


* Beauty beyond words is no longer 


beyond moderate price . . . Studebaker 
presents the State President... a car 
that makes history at a price that makes 
sense. ®& Glorified inside and outside 
by the genius of Helen Dryden, this 
smart State President belongs in the 
upper brackets of premium styling from 
its tiny fender lamps to its chromium 
strip running boards and its costly cus- 


tom pillow type upholstery. * Yet it 





offers the extra touches of fine car lux- 
ury without the extra tariff of fine car 
cost. Indeed it is only a trifle more 
than the standard Studebaker Presi- 
dent, conceded to be one of the re- 
markably low priced cars of the year. 
* And the State President may be 
purchased, of course, on the conven- 
ient Studebaker C. I. T. budget plan. 
The Studebaker Corporation, South 


Bend, Indiana. 


RIDE IN STATE IN THE STATE PRESIDENT 
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lapse by a desperado policy against 
its neighbors. The military steps 
have already been prepared in all 
details. The psychological training 
cf the population is under way. 

So strict is the censorship that 
Germans are not allowed to go 
abroad or to read most foreign pa- 
pers. The barriers against the popu- 
lace learning the true state of affairs 
are almost insuperable. Great ef- 
forts on the part of the authorities 
were recently made to prevent the 
reception of programs from foreign 
radio stations near the border which 
might enlighten the people or coun- 
teract the official propaganda. Yet 
the truth is creeping in. The warn- 
ing of Goering of the severe penalty 
to be visited on any who attempted 
the life of Der Fuehrer is itself rec- 
ognition of an anti-Hitler sentiment. 

While these lines are written Ger- 
many is going to mobilize her last 
financial reserves, i.e., the foreign 
bonds and stocks being still in pri- 
vate hands. These funds, a part of 
which have found their way to Gen- 
eral Franco in Spain, will enable her 
to import for 10 or 12 months those 
quantities of necessary raw material 
and food which can no longer be 
bought by the proceeds from her ex- 
ports. It is more than likely that 
during that time the Third Reich 
will leave nothing untried to keep 
the world alarmed, apparently in the 
belief that an “alarmed world” will 
be inclined to help or save Germany 
in her zero hour. 
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bought at less than ten times prob- 
able 1937 earnings per share; and 
even though the present high level 
of operations in the industry may 
not hold through the year—and 
probably will not —there is scant 
reason to believe the underlying 
cycle of expanding steel demand is 
topping out. On the contrary, the 
fact that a record high tonnage of 
steel is now being consumed, al- 
though construction, spending by the 
railroads and the utilities, the na- 
tional income and per capita output 
of durable goods are all well under 
former peaks, suggests that the ulti- 
mate top in steel will not be reached 
for some time and that any set-back 


will be temporary. Costs and prices 
appear to be stabilized for an indefi- 
nite time to come and at a favorable 
level. 

The oil industry, at least for this 
year, is certain to show large gains. 
Price structure is favorable, labor 
costs are a relatively minor factor 
and consumption will attain a new 
all-time high. Meanwhile no threat 
of over-production of crude, either 
from important new fields or other- 
wise, is in sight. 

The present volume of construc- 
tion, despite gains over the past two 
years, is no more than half that dur- 
ing the 1923-1927 period. The cycle 
in building has always been a long 
one and present factors are generally 
favorable, as analyzed in a special 
article elsewhere in this issue of THE 
MaGazIneE oF WALL Street. Stocks 
of well situated manufacturers of 
building materials are a buy. 


The longer outlook for farm equip- 
ments remains highly promising, 
with price levels in this industry and 
rising volume much more than off- 
setting higher costs. Farm income 
thus far this year has shown a huge 
gain. As regards farm prices, we 
believe the major part of the cor- 
rective reaction has now been seen; 
and it is, of course, certain that the 
Government remains committed to 
the objective of a generally favor- 
able farm price structure. Even 
should prices of agricultural com- 
modities work moderately lower, 
larger crops in prospect should main- 
tain farm revenues at a favorable 
level. 

In electrical equipment, machin- 
ery and machine tools, large defi- 
ciencies accumulated in the depres- 
sion years of sub-normal buying of 
capital goods remain to be made up; 
and the prospect is for substantial 
further longer-term expansion, re- 
gardless of some probable temporary 
recession in business activity in com- 
ing months, which has been in large 
measure discounted already by stock 
market reaction. 

Although large recovery has been 
experienced in the past year by the 
rail equipment industry, mainten- 
ance expenditures by the railroads 
are still in a depression zone and 
both the cyclical recovery in rail 
traffic and the seasonal factors point 
to probability that rail revenues by 
autumn will be the highest since 
1929. More rolling stock will be 
bought. 


Railroad equities, also discussed 
in a special article elsewhere in this 
publication, are well worthy of con- 
sideration on a_ semi-speculative 
basis, for while a few stronger roads 
are likely to pay something in divi- 
dends this year, the group should 
be examined chiefly with respect to 
possibilities of appreciation. While 
costs are higher and may be further 
increased by ‘higher wages, gross is 
rising and improvements in operat- 
ing technique have put well man- 
aged carriers in a position to carry 
through to net operating income a 
larger proportion of gross than ever 
before. On any further expansion in 
business activity and traffic over the 
next year or two leverage in capital 
structures will make for large per- 
centage gains in earnings. 

There are three consumer goods 
fields in which we believe the out- 
look for earnings gains is especially 
bright for the next year or so, if not 
longer. These are tires, paper and 
house furnishings. Consumption of 
rubber goods is at an all time high 
and the manufacturers now have the 
most favorable profit margins since 
the peak year 1926. It is unlikely 
that reaction in crude rubber prices [ 
is of more than passing significance | 


or that it will either mean inventory 


losses or unsettle the price structure [7 
in finished rubber goods. Paper com- ff 
panies will have an excellent year, Ff 
with gains especially pronounced in 
Kraft papers, and with better prices 
indicated in all divisions. A longer ) 
threat of over-production in this in- 7 
dustry may ultimately present itself 7 
Lut remains some time ahead. In & 
house furnishings and floor cover — 
ings, demand deferred during the 
depression years is being increas f 
ingly felt and it is to be doubted that | 
either peak volume or profits have @ 
been seen. 

This list of favored industries is F 
by no means exclusive. Further ex & 
pansion in volume and earnings ove! F 
the longer term are likely in such it- a 
dustries as chemicals, mail orde 
merchandising, aircraft manufactur © 
ing, business equipment, motion pic 
tures, rayon, non-ferrous metals and F 
metal fabricators and motor trucks 
and buses. With regard both tof 
scope of probable expansion and pre FF 
vailing market prices, however, ¥e 
believe that in the present setting 
the first group discussed earlier i 
this article offers the more attrac 
tive investment prospects. 
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A-Harris Landing: 10-Karat Natural 





B-No. 816: Full Diamond Set. 10% {aig x Ww 


(5) HE world knows Longines Watches 
as Grand Prix winner at ten 
World’s Fairs. Science knows 
Longines as winner of more accuracy 

~™ awards from leading national observ- 

S atories than any other watch. Avia- 

tion knows Longines as the timepiece 

of famous flyers and as the official watch of the 
International Federation of Aviation for timing 
world’s records. Governments know Longines as 
the standard timepiece for navigation by air or 
sea. “No other name on a watch means so much 
as Longines”—none is so universally honored. 

Longines Watches are sold only at selected jewelers 


N77 counrRIEs 
NO OTHER NAME 

ON A WarTcH 
MEANS so MUCH’ 


A new series—"Coronation” Watches—replicas of 
the famous Longines Coronation Watches made for 
formal presentation to Their Majesties King George 
VI and Queen Elizabeth are now being offered by 
selected jewelers. See also the magnificent 1937 
styles in men’s and women’s Longines wrist 
watches—$35.00 to $3500 each. Every Longines 
Watch, regardless of the price you pay, contains 
the world honored Longines Observatory movement. 


When visiting New York’s Hayden Planetarium, see 
the loan exhibit of Longines and Wittnauer Watches 
and timing equipment used by Byrd, Lindbergh, 
Eckener, Pinedo and other noted aviator—explorers. 


Booklet of 1937 Longines Watches will be sent on request 


LONGINES-WITTNAUER COMPANY, 


NEW YORK 


io . 


cs LONGINES = 


PRONOUNCED 


Gold Filled. 17 Jewels. $57.50 


Iridium Platinum. 17 Jewels. $250. 


C-Rainier: Newest Design. 10-Karat 


Natural Gold Filled. 17 Jewels. $50. 
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**LON-JEEN®? ® 
THE WORLD’S MOST 

HONORED vfycR. 
TCH Gi Sy *} E-Coronation: 14-Karat Solid Gold, 


D -Windsor-Royal: 14-K Natural Solid 
Gold with 6 diamonds. 17 Jewels. $100. 


Natural Gold Color. 17 Jewels. $100. 


F-Florence Nightingale: 10-Karat, 
Natural Gold Filled. 17-Jewels. $50. 











Answers to Inquiries 





(Continued from page 114) 


we would ultimately expect higher 
price levels. 


Consolidated Oil Corp. 


Please give me your views on Consolidated 
Oil. I notice that 1t does not have the range 
of some of the other oil shares. .I would like 
to know if this is Lecause of the great num- 
ber of shares outstanding, and if it should go 
ahead as quickly on next advance.—H. G. W.., 
Albany, New York. 


Consolidated Oil Corp. made con- 
siderable progress last year as evi- 
denced by the fact that net profit 
totalling $16,728,929, compared with 
one of $11,306.904 a year before. 
These earnings were equivalent to 
$1.18 and 74 cents, respectively, 
on each share of common stock. 
Quite obviously, the relatively large 
amount of common stock outstand- 
ing, amounting to 13,944,886 shares, 
tends to restrict the earnings gains 
per share, but considering the impor- 
tant position and size of the com- 
pany in the industry, we do not feel 
that this factor should be given un- 
due weight in appraising the stock’s 
merit. Not only has the company 
strengthened its competitive during 
the recent years through the acquisi- 
tion of new properties, but consider- 
able progress has also been shown in 
the reduction of fixed charges. At 
the present time, the company has 
outstanding approximately $50,000,- 
000 of debenture 314s of 1951, which 
are convertible into the common 
stock at $25 a share until 1941, when 
the conversion price increases. Aside 
from the present outstanding deben- 
ture issue, there are 56,758 shares of 
$5 preferred stock, preceding the 
common. It was recently announced 
that the company proposes, upon 
ratification of stockholders, to issue 
$50,000,000 of additional debentures, 
the proceeds from which would be 
used in part to retire the present 
outstanding $5 preferred stock and 
to finance additions to property. 
Last year’s showing was the best to 
be made by the company since 1929 
and when consideration is given to 
the organization’s large crude oil re- 
serves and wide distributing facilities 
for the finished product, further ad- 
vantage should be taken this year of 


122 


the generally satisfactory situation 
existing in the industry as a whole. 
Although the stock thus far has 
failed to keep pace marketwise with 
a number of other petroleum issues, 
we nevertheless feel that the shares 
do offer good long pull appreciation 
possibilities from present reasonable 
quotations. The dividend outlook 
for the company is also construc- 
tive. Distributions last year to- 
talled 80 cents a share on the com- 
mon stock and that rate has since 
been continued in quarterly distribu- 
tions. Since prospects indicate fur- 
ther earnings gains this year, it is 
entirely possibie that the present 
dividend rate will be increased or 
supplemented by extras. All factors 
considered, it seems to us that cur- 
rent levels for the stock suggest the 
advisability of maintaining one’s 
long position in the issue. 





Ludium Steel Co. 


What do you think of the longer-term 
outlook for Ludlum Steel in view of the in- 
diated increase in labor costs and keen com- 
petition in the industry? I have 100 shares 
acquired at 29%4. 


It is very difficult, in fact it is im- 
possible with any degree of precision, 
to forecast the affects of increasing 
labor costs on the future earning 
power of Ludlum Steel, or for that 
matter of any other enterprise. It 
is probable, at least to some extent, 
that such increase in expenses can be 
passed on to purchasers of the com- 
pany’s products. In any event, it is 
a factor which is common to all of 
the other steel companies. Further- 
more, it would seem from a review 
of the record in the past that Lud- 
lum is no more vulnerable in this 
regard than are the other steel com- 
panies. Indeed it may be considered 
less so. In 1935 the percentage of 
operating income to sales reported 
by other steel manufacturers was 
slightly more than 10%, while Lud- 
lum in that year was able to report 
an operating income equal to nearly 
16% of the net sales figure. Stated 
otherwise, Ludlum’s operating ex- 
penses and costs were only a little 
more than 84% of the sales figure, 
while an average nearer 90% was 
recorded in the eleven other com- 
panies comprising this group. As to 
competition, no forecast can be of- 
fered with certainty, but we may 
look to the excellent pre-depression 
record of this company, and the 


ability of the company to recover 
earning power with the general 
recovery in industry, and with a 
degrée of confidence, assert that 
Ludlum holds a well entrenched 


trade position. Ludlum specializes 
in alloy steels. Products include 
tool steel for drills and cutters, steels 
for valves and for many other uses 
where heat resistance and protection 
against corrosion is desired. The 
company is developing new lines, re- 
cently announcing production of 
heat resisting castings. The building 
industry furnishes a source of a large 
volume of orders and is likely to be- 
come a factor of increasing impor- 
tance during the next few years. The 
automobile industry and manufac- 
turers of machinery and implements 
have supplied Ludlum in the past 
with a satisfying volume of business 
and we believe that we may expect, 
with reasonable assurance, continued 
demand from these sources. 


Jewel Tea Co., Inc. 


The recent weakness of Jewel Tea prompts 
me to ask if the prospect is such as to war 
rant further holding of the shares purchased 
at around 70. Please advise me.—N. P., Chi- 
cago, Illinois. 


The recent unimpressive market 
action of Jewel Tea probably is due 
in part, at least, to the indicated 
narrowing of profit margins as a re- 
sult of higher -o-ts. Because of the 
keen competitive situation existing 
in the retail food business, it is most 
difficult to raise prices commensurate 
with the higher wholesale prices ob- 
taining on many items. There seems 
to be some basis for optimism with 
respect to Jewel Tea’s earnings out- 
look, however, since this organiza- 
tion is enjoying a good improvement 
in volume business which might 
easily prove an offset to the factors 
already cited. Thus, for the twelve 
weeks to March 27, 1937, the com- 
pany reported an improvement i 
dollar sales of 13.5% over the like 
interval of 1936. Earnings for 
the year ending January 2, 19937, 
amounted to $6.57 a share on 273,080 
shares of no par capital stock, 
against $5.48 a share on 280,000 
shares a year before. The financial 
status of this company at the close 
of its last fiscal year was character 
istically strong, current assets of 
$6,119,613, including cash and maf 
ketable securities of $3,611,716, com- 
paring with current liabilities of 
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$1,490,785. Dividend record of the 
company has been excellent, with 
uninterrupted payments throughout 
the depression. At the present time 
the stock is on a $4 annual dividend 


‘ basis, although that amount likely 
' will be supplemented by sizable ex- 
‘ tras from time to time, especially if 
» the present tax on undistributed net 
income is continued. While we do 
‘not regard Jewel Tea as an issue 
| likely to attract a wide speculative 

following, in view of the relatively 


| stable nature of the company’s busi- 


| ness, we do regard it as a sound in- 
- come producer, reasonably priced at 
‘current levels, from the standpoint 
| of income and at the same time of- 
‘fering possibilities of gradual long 





one 


term appreciation in the market. 


' American Safety Razor Corp. 


I understand American Safety Razor ts 
running along at high earnings levels. I am 


' unable to reconcile this with the fact that 
| the stock is around the low for the year. 


Would you care to comment on its present 


| position and prospects?—A. F. B., Kansas 


City, Mo. 


Although keen competitive condi- 


‘tions in the field may not permit 


‘sharp earnings gains to be shown by 


American Safety Razor Corp., we 


) feel that the stockholder may rea- 
' sonably look forward to gradual im- 


> provement. 


For the year 1936 the 


'company reported the equivalent of 
$270 a share on the capital stock, 
-compared with $2.42 a share, ad- 
| justed for. the three-for-one stock 


split, in the year 1935. Latest re- 


ported earnings compare favorably 


with pre-depression years and more 


/tecent operations are said to have 
‘been highly satisfactory not only in 
‘the safety razor and blade division, 


but also in such items as shaving 


screams, brushes, soaps, cosmetics, 
ete. The balance sheet position of 
the company at the close of last year 
} vas eminently satisfactory, with cur- 


tent assets totalling $5,406,555, in- 


|cluding cash and marketable securi- 
‘ties of over $2,600,000, against cur- 


tent liabilities of $771,997. In view 


of this sound financial condition and 


the satisfactory margin afforded the 


present $2 annual dividend: rate by 


| indicated earning power, these shares 


would seem to offer reasonable at- 


traction to the investor interested in 






‘income. 


Of course, the business is 
one unlikely to show sharp gains in 
volume sales und earnings and for 
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this reason, the stock of the com- 
pany probably will continue to lack 
appeal to one speculatively minded. 
It is our opinion, nevertheless, that 
where one is willing to exercise a de- 
gree of patience and consider the 
stock at the present time mainly on 
its income producing basis, retention 
for the pull is the best course to fol- 
low at existing reasonable quota- 
tions. 





Union Bag & Paper Co. 


Do you feel that Union Bag & Paper Co. 
should be retained, or would it be better to 
accept a profit of about 10 points and rein- 
vest the proceeds elsewhere?—J. A. L.. 
Springfield, Mass. 


Union Bag & Paper Co. has made 
considerable progress during recent 
years in strengthening its trade posi- 
tion and we do not feel that the full 
benefit of this situation has as vet 
found reflection in earnings. As you 
probably know, the company re- 
ported for 1936 earnings of $387,391, 
against $223,459 in 1935. Based on 
the 261,433 shares outstanding in 
1936, earnings equalled $1.48 a share 
on the capital stock, against $1.14 
a share on the 196,074 shares out- 
standing in 1935. The 1936 year- 
end balance sheet of the company 
revealed notes payable outstanding 
of $2,077,000. The company has 
borrowed additional sums since that 
time and it is possible that the ex- 
pansion program may increase this 
item to $6,000,000. It is expected, 
however, that the new plant addi- 
tions at Savannah, Georgia, will ren- 
der the company completely inde- 
pendent from other sources for its 
manufacturing requirements and it 
is the intention of the management 
to transfer much of the company’s 


production to this lower cost plant. 
Estimates place savings to the com- 
pany from the new plant facilities 
in the south, as high as $3,000,000 
annually. In addition to producing 
all of its own pulp requirements from 
owned timberlands, the company 
plans to obtain turpentine and rozin 
from the trees yielding these prod- 
ucts. In view of the sizable demand 
currently in evidence for naval 
stores, the entry of the organization 
into this business may prove highly 
profitable, although in reality a 
minor activity. Considering the in- 
dicated economies from the new fa- 
cilities in the south and the excellent 
statistical position of the paper bag 
and pulp industry, we frankly feel 
that maintenance of your holdings 
will prove the most profitable course 
to follow. 





Congoleum-Nairn, Inc. 


| bought 100 shares of Congoleum-Natrn 
lust year and at present prices I am about 
even. I would, therefore, like to know tf you 
consider the present setback temporary and 
if it should do better soon—J. M. M , Seattle, 
Washington. 


Although the major portion of 
Congoleum-Nairn’s business results 
from the replacement of worn floor 
covering and in connection with the 
re-modeling and renovation of exist- 
ing structures, the improvement cur- 
rently taking place in new home con- 
struction augurs well for the com- 
pany’s business. This is due to the 
fact that the factors which stimulate 
construction activities generally, also 
tend to increase realty values and 
rentals, with a consequent improve- 
ment in the purchasing power of 
home owners as a class. Since hard 
surface floor coverings compete in 
certain instances directly with the 
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common textile variety, the im- 
proved price structure of the latter 
has enabled the subject organization 
to advance prices moderately and 
still maintain its competitive advan- 
tage. In addition to the normal im- 
provement in business which may be 
expected to result from increased 
buying power of the public, rebuild- 
ing necessitated by the flood will 
doubtless also aid sales volume of 
the company. Although wages and 
material costs may rise further, this 
could be readily offset in the case of 
Congoleum as a result of the advan- 
tages to be derived by the company 
on increased volume business. The 
company owns two very elaborate 
machines capable of turning out a 
wide variety of both floor and wall 
coverings. As orders expand, it is 
possible to make larger runs of each 
pattern, and thereby reduce the time 
loss element necessary in change- 
overs from one pattern to another. 
Earnings record of the company has 
been excellent and despite the fact 
that all preferred stock outstanding 
has been retired and the number of 
common shares outstanding reduced 
through open market purchases, 
finances remain in excellent shape. 
At the close of 1936, current assets 
amounted to $16,070,586, including 
cash and equivalent of $6,924,741, as 
compared with current liabilities of 
$1,521,678. In consideration of the 
favorable factors existing in the 
earnings picture, the shares seem to 
offer attraction for income as well 
as price appreciation. 


Colorado & Southern Railway Co. 


In 1936 I bought some Colorado & South- 
ern common at 32. In line with the recent 
price betterment, I am wondering if its out- 
look is now definitely improved, and if it 
should soon attain former price levels —A. L., 
New York, N. Y. 


The interim reports issued in 1936 
by Colorado & Southern Railway, 
and the Fort Worth & Kansas City 
R. R. show gains in gross revenues 
and in net railway operating income 
over the preceding year. While re- 
ports for the system as a whole are 
not yet obtainable, it appears rea- 
sonably certain that a substantially 
smaller deficit will be reported for 
the year. The major classifications 
and items of traffic include soft coal, 
iron ore, oil and petroleum prod- 
ucts, and products of agriculture; in 
which sugar beets and grains, wheat 
and fresh vegetables figure largely. 
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Manufactured and _ miscellaneous 
items account for a large proportion 
of the total dollar volume of gross 
revenues, and it is quite clear that 
further improvement in industry and 
agriculture should bring about a sub- 
stantial betterment in the earnings 
of this road. Operating over 2,000 
miles of road, this system has, prior 
to the depression, registered highly 
satisfactory results. Capital struc- 
ture is well balanced, financial posi- 
tion comfortable and there are no 
near maturities to cause concern. 
Chicago, Burlington & Quincy is 
heavily interested, in fact it con- 
trols the road, and strategically it 
has a position of considerable im- 
portance. There are, we believe, 
sufficiently encouraging factors in 
the prospects to justify a construc- 
tive attitude towards your holdings 
and to foster the expectation of 
higher prices for the shares over the 
longer term. 


National Cash Register Co. 


Inasmuch as National Cash Register has 
sold as high as 38% this year, I am wonder- 
ing if the current decline doesn’t provide an 
opportunity to add to my present commit- 
ment of 100 shares bought at around 30?— 
J. G. C., Philadelphia, Pa. 


To investors interested in building 
up a long term position in well se- 
lected stocks likely in the future to 
benefit from a complete restoration 
of national prosperity on a stable 
basis, the shares of National Cash 
Register Co. undoubtedly have ap- 
peal. The company dominates its 
particular field in this country. In 
1936 it was reported that 41% of its 
total sales originated in foreign coun- 
tries. In that year volume of do- 
mestic orders increased nearly 30% 
over 1935, and for the first three 
months of the current year the in- 
crease over the corresponding quar- 
ter of 1936 amounted to more than 
50%. Reporting net sales for the 
full calendar year 1936 of slightly 
under $43,000,000, National Cash 
Register has already fulfilled its ex- 
pectations in sharing the recovery 
movement begun with the year 1933. 
A comparison of the 1936 sales vol- 
ume with the $16,000,000 sales re- 
corded in 1932 demonstrates this 
point. As the recovery becomes 
more firmly established the sales vol- 
ume of this company should record 
the improvement faithfully, since its 
business volume is a fairly sensitive 
index to changes in the volume of 


retail trade in all phases from auto. 
mobile service stations to depart. 


ment stores. Moreover, this com. 
pany has fallen in line with the majo 
trend among manufacturers to diver. 
sify its products, and has in the r. 
cent past widened its output to ip. 
clude the Ellis adding typewriter 
posting machines and equipment 
used in the accounting bookkeeping 
departments of brokerage houses 
As the sales volume increases, the 
ratio of net earnings to sales volume 
increases at an accelerated pace due 
to the leverage factor inherent in the 
business. Although we find that the 
stock at its current quotation is not 
outstandingly cheap on a statistical 


basis, the generally favorable out- f 
Icok for share earnings would fully F 


justify higher quotations ultimately 
and give these shares long range at. 
traction. 





The Glidden Company 





(Continued from page 94) 


son, the shares have never sold on as 


high a ratio of price to earnings, a: 


companies with a more highly special- 
ized position in the paint industry. 
With earnings of around $4.35 a 
share on the 1929 capitalization, the 


shares had a high of 64 in the pre f 


vious bull market, and recorded a 
high of 55 in 1936 on earnings of 
about $3.30 a share. Glidden’s ear- 
ings are influenced by trends of both 


raw material and finished products, F 
and under present circumstances, F 
uncertainty in the general price out: F 
look is certainly an unwelcome fac F 


tor from the investor’s standpoint. 


From a purely speculative point df 
view, however, there does not appeal F 


to be any adverse elements in the 
price outlook in so far as Glidden 
concerned at present. 


There are some aspects of the Ad f 


ministration’s policies and of legis 
lation in recent years which are def: 
nitely adverse for the company. Fo 


example, increase in the import duty 
on tropical vegetable oils (including F 


copra of which Glidden was one af 


the largest users) was a deliberate 


move to nullify the competitive at 


vantage of margarine producers It & 


sulting from high butter prices. This 
burden added to numerous local 
punitive taxes on the finished prod: 
uct has been an important handicap 
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common textile variety, the im- 
proved price structure of the latter 
has enabled the subject organization 
te advance prices moderately and 
still maintain its competitive advan- 
tage. In addition to the normal im- 
provement in business which may be 
expected to result from increased 
buying power of the public, rebuild- 
ing necessitated by the flood will 
doubtless also aid sales volume of 
the company. Although wages and 
material costs may rise further, this 
could be readily offset in the case of 
Congoleum as a result of the advan- 
tages to be derived by the company 
on increased volume business. The 
company owns two very elaborate 
machines capable of turning out a 
wide variety of both floor and wall 
coverings. As orders expand, it is 
possible to make larger runs of each 
pattern, and thereby reduce the time 
loss element necessary in change- 
overs from one pattern to another. 
Earnings record of the company has 
been excellent and despite the fact 
that all preferred stock outstanding 
has been retired and the number of 
common shares outstanding reduced 
through open market purchases, 
finances remain in excellent shape. 
At the close of 1936, current assets 
amounted to $16,070,586, including 
cash and equivalent of $6,924,741, as 
compared with current liabilities of 
#1,521,678. In consideration of the 
favorable factors existing in the 
earnings picture, the shares seem to 
offer attraction for income as well 
as price appreciation. 


Colorado & Southern Railway Co. 


In 1936 I bought some Colorado & South- 
ern common at 32. In line with the recent 
price betterment, I am wondering if its out- 
look is now definitely improved, and if it 
should soon attain former price levels —A. L.., 
New York, N. Y. 


The interim reports issued in 1936 
by Colorado & Southern Railway, 
and the Fort Worth & Kansas City 
R. R. show gains in gross revenues 
and in net railway operating income 
over the preceding year. While re- 
ports for the system as a whole are 
not yet obtainable, it appears rea- 
sonably certain that a substantially 
smaller deficit will be reported for 
the year. The major classifications 
and items of traffic include soft coal, 
iron ore, oil and petroleum prod- 
ucts, and products of agriculture; in 
which sugar beets and grains, wheat 
and fresh vegetables figure largely. 
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Manufactured and _ miscellaneous 
items account for a large proportion 
of the total dollar volume of gross 
revenues, and it is quite clear that 
further improvement in industry and 
agriculture should bring about a sub- 
stantial betterment in the earnings 
of this road. Operating over 2,000 
miles of road, this system has, prior 
to the depression, registered highly 
satisfactory results. Capital struc- 
ture is well balanced, financial posi- 
tion comfortable and there are no 
near maturities to cause concern. 
Chicago, Burlington & Quincy is 
heavily interested, in fact it con- 
trols the road, and strategically it 
has a position of considerable im- 
portance. There are, we believe, 
sufficiently encouraging factors in 
the prospects to justify a construc- 
tive attitude towards your holdings 
and to foster the expectation of 
higher prices for the shares over the 
longer term. 


National Cash Register Co. 


Inasmuch as National Cash Register has 
sold as high as 38%% this year, I am wonder- 
ing if the current decline doesn’t provide an 
opportunity to add to my present commit- 
ment of 100 shares bought at around 30?— 
J. G. C., Philadelphia, Pa. 


To investors interested in building 
up a long term position in well se- 
lected stocks likely in the future to 
benefit from a complete restoration 
of national prosperity on a stable 
basis, the shares of National Cash 
Register Co. undoubtedly have ap- 
peal. The company dominates its 
particular field in this country. In 
1936 it was reported that 41% of its 
total sales originated in foreign coun- 
tries. In that year volume of do- 
mestic orders increased nearly 30% 
over 1935, and for the first three 
months of the current year the in- 
crease over the corresponding quar- 
ter of 1936 amounted to more than 
50%. Reporting net sales for the 
full calendar year 1936 of slightly 
under $43,000,000, National Cash 
Register has already fulfilled its ex- 
pectations in sharing the recovery 
movement begun with the year 1933. 
A comparison of the 1936 sales vol- 
ume with the £16,000,000 sales re- 
corded in 1932 demonstrates this 
point. As the recovery becomes 
more firmly established the sales vol- 
ume of this company should record 
the improvement faithfully, since its 
business volume is a fairly sensitive 
index to changes in the volume of 





retail trade in all phases from auto. 
mobile service stations to depart. 


ment stores. Moreover, this com. 
pany has fallen in line with the major 
trend among manufacturers to diver. 
sify its products, and has in the re. 
cent past widened its output to in- 
clude the Ellis adding typewriter, 
posting machines and equipment 
used in the accounting bookkeeping 
departments of brokerage houses, 
As the sales volume increases, the 
ratio of net earnings to sales volume 
increases at an accelerated pace due 
to the leverage factor inherent in the 
business. Although we find that the 
stock at its current quotation is not 
outstandingly cheap on a statistical 
basis, the generally favorable out- 
Icok for share earnings would fully 
justify higher quotations ultimately 
and give these shares long range at- 
traction. 





The Glidden Company 





(Continued from page 94) 


son, the shares have never sold on as 
high a ratio of price to earnings, as 
companies with a more highly special- 
ized position in the paint industry. 
With earnings of around $4.35 a 
share on the 1929 capitalization, the 
shares had a high of 64 in the pre- 
vious bull market, and recorded a 
high of 55 in 1936 on earnings of 
about $3.30 a share. Glidden’s earn- 
ings are influenced by trends of both 
raw material and finished products, 
and under present circumstances, 
uncertainty in the general price out- 
look is certainly an unwelcome fac- 
tor from the investor’s standpoint. 
From a purely speculative point of 
view, however, there does not appear 
to be any adverse elements in the 
price outlook in so far as Glidden is 
concerned at present. 

There are some aspects of the Ad- 
ministration’s policies and of legis- 
lation in recent years which are defi- 
nitely adverse for the company. For 
example, increase in the import duty 
on tropical vegetable oils (including 
copra of which Glidden was one of 
the largest users) was a deliberate 
move to nullify the competitive ad- 
vantage of margarine producers re- 
sulting from high butter prices. This 
burden added to numerous local 
punitive taxes on the finished prod- 
uct has been an important handicap 
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—Important 
Under New Market Regulations 


Whether you are interested in active trading or will only 
occasionally buy or sell securities, you will be repaid many 
times over for the time you spend reading this valuable 
little book. 


Everything you need to know about the procedure of 
buying and selling securities under today’s market con- 
ditions is simply and authoritatively set forth, and many 
practical examples cited. 


How to 
Profit Through 
A Knowledge of 
Brokerage House 

Technique 


By George S. Banker, Market Technician 


How to open a brokerage account . . . how to buy and sell 
securities at the greatest advantage to yourself .. . how 
to determine the correct buying and selling price . . . what 
to consider when dealing in odd lots .. . “stop loss” orders 
... how to read a broker’s statement . . . these are just a 
few of the important phases covered. 


“How to Profit Through a Knowledge of Brokerage House 
Technique” was prepared for The Magazine of Wall Street 
subscribers and is not for sale. You can receive your copy 
by taking advantage of the special offer herewith. 


Your subscription also entitles you to the full privileges 
of our Confidential Personal Inquiry Service—enables 
you to write or wire for impartial information on as many 
as three listed stocks or bonds, and as often as reasonably 
required. 


Mail Your Subscription Now 


ot | Apply These Tested Methods=Now! 
A Valuable New Book Prepared for New Subscribers 
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Security Markets Under the SEC 


Your relationship with the broker 
under the new regulations. 


Choosing Your Broker 


What to consider when selecting a 
broker—what service can you expect. 


Securities—Registered and 
Exempt 
When to have your stocks and bonds 
in your own name—safeguards to be 
taken. 


The Mechanics of Buying and 
Selling 

How to determine the ‘correct’ buy- 

ing and selling price—how to trans- 

mit your order to avoid error—kinds 

of orders—when to use them. 


Costs of Buying and Selling 
Securities 
Brokerage commission rates — why 
they vary—state and federal taxes— 
interest rates on margin accounts— 
how to economize on brokerage ex- 
penses. 
Margin Accounts 

SEC requirements—how they have 
affected the technique of trading on 
margin—short sales. 


Your Broker’s Statement 
How to read it—how to keep a 
record of your margin status—favor- 
able buying and selling prices in 
relation to margin requirements. 




















defi: 

For 
Juty 
ding 
e of 
rate 

ad- 
-Te- 
This 
ocal 
rod- 
cap 





The Magazine of Wall Street 

90 Broad Street, New York 

Enclosed find my remittance of $7.50 for which enter my subscription to 
The Magazine of Wall Street for one year—including free Personal Inquiry 
Service—and send me “How to Profit Through a Knowledge of Brokerage 
House Technique” 


Foreign postage $1 a year additional. 5-8-M 


Shares Stock 


A Valuable Privilege 
Personal Service Department 


Your subscription gives you the privilege of writing 
or wiring for personal opinions by our experts on 
listed stocks or bonds (as many as three each time 
and as often as you wish). 


Price Paid 
































EET 








MAY 8, 1937 


125 


to the development of larger profits 
from the margarine division. Present 
tax laws are more than average ad- 
verse for a company like Glidden, 
because of its large number of sub- 
sidiaries, and the necessity of re- 
taining earnings for possible rein- 
vestment in the business during a 
period of price increases and gener- 
ally expanding volume. Some local 
laws are restrictive on its retail dis- 
tribution and a measure is pending 
in Congress which, if passed, would 
compel manufacturers to divorce 
themselves entirely of the retail end 
of their business. 

By and large the adverse factors 
in a security situation of this type 
are largely of an intangible nature, 
whereas the favorable factors are 
largely on the tangible side. Price 
and yield considered, the common 
stock appears to have sufficient ap- 
peal to warrant inclusion in port- 
folios which are selected for a rea- 
sonable degree of safety, plus rea- 
sonably well indicated growth possi- 
bilities. Since the paint division is 
expected to make the largest con- 
tribution to earnings improvement 
during the present fiscal year, the 
shares have a seasonal factor in their 
favor at present. Another considera- 
tion in regard to the timeliness of a 
present commitment in the shares 
is the probability of a favorable 
earnings showing during the six 
months ended April 30, 1937—a 
showing that should stand out fairly 
conspicuously in comparison with 
the similar period of the previous 
fiscal year, when earnings figures 
were distinctly disappointing. 





Security Yields and Business 
Activity 





(Continued from page 81) 


are willing to accept a lower earnings 
yield. This tendency has undoubt- 
edly increased during the past year 
or two, with the promise of business 
recovery, rising earnings and larger 
dividends as well as the inflationary 
aspects of our national economy. 
Looking at the relationship be- 
tween bond and stock yields at the 
end of 1936, it may be reasoned that 
the average yield on stocks is not out 
of line with bond yields. Bond yields 
were exceptionally low, largely as a 
result of the Government’s easy 


money policy, while stock yields in 
terms of prospective earnings based 
on continued business recovery did 
not appear unduly low. Otherwise 
stated, the level of stock prices at 
the end of last year still afforded the 
investor the larger potential return 
on his capital. Bond prices, on the 
other hand, might well work lower 
in the not unlikely event of harden- 
ing interest rates. 





Further Improvement for 
Rubber Companies 
Expected 





(Continued from page 96) 


natural rubber will diminish, and 
perhaps ultimately be wiped out en- 
tirely. 

More than any other important 
industry, rubber manufacture is har- 
assed by wild price fluctuations in its 
principal raw materials, crude rub- 
ber and cotton. In the last 25 years 
crude rubber has ranged from 8 
cents to $3.25 a pound. In 15 out of 
the last 25 years if a manufacturer 
had had to buy rubber at the top 
price of the year, he would have paid 
over twice as much as his competitor 
who bought at the bottom; in every 
year except 6 out of the last 25 he 
would have paid over 50 per cent 
more, and in every year he would 
have paid at least a third more. Now 
nobody can always expect to buy at 
the bottom, and nobody ought to 
have to buy always at the top. It 
is to be noted, however, that a dif- 
ference of only one cent a pound 
makes a difference of thirteen and a 
half million dollars a year in the out- 
lay of our manufacturers. 

Although cotton has not fluctu- 
ated in price quite as violently as 
rubber, it has given trouble a-plenty 
in this respect. A few years ago the 
spread between the high and low was 
400 per cent, three years ago it was 
100 per cent, and in the last 20 years 
the spread in every one except five 
has been at least 50 per cent. Ex- 
amination of the records of the lead- 
ing companies in the industry shows 
that they have earned fair profits 
regularly during periods of rising raw 
material prices, and have made a 
relatively poor showing during peri- 
eds of falling raw material prices. 
Increased profits of the industry in 
°35 and ’36 substantiate this theory. 


Unstable raw material prices, then, 
have always been a curse to plague 
the rubber industry, and the fervent 
prayer of the manufacturer has been 
for more stability in these prices. He 
is not so much interested in 10 cent 
rubber or 30 cent rubber, or in § 
cent cotton or 15 cent cotton, as he 
is in any stable price. 

At the present time all indications 
point to considerably lower prices 
for crude rubber than the 27 cent 
point reached a short time ago. The 
plantations in the middle East are 
fully able to supply the recently in- 
creased quotas allowed for export, 
and can keep up with the consump- 
tive demand, however great it may 
become. The effect of the larger 
outflow of crude rubber is already 
being felt in relieving the shortage 
of spot rubber, and shipments dur- 
ing the second half of this year will 
certainly be much heavier than dur- 
ing the first half. While crude rub- 
ber may not settle down as low as 
18 cents, which is more or less gen- 
erally regarded, even in these days of 
inflation talk, as a fair price both to 
producer and consumer, it seems rea- 
sonable to suppose that it will recede 
to at least 20 or 21 cents by the end 
of the year. 

On the other hand, it is generally 
expected that further upward ad- 
justments in wage rates for the rub- 
ber industry, and most other indus- 
tries for that matter, will be made 
before the end of the year. Taxes 
and other cost items are higher, so, 
barring unforeseen developments, it 
seems logical to expect further price 
advances in finished goods despite 
the expected decline in crude rubber 
prices. 

Aside from fluctuating raw mate- 
rials, the other principal difficulty 
that has beset the industry has been 
a considerable excess of productive 
capacity in all lines, even during 
prosperous years. In earlier years 
when profits were large, especially 
during and just after the war, plants 
were enlarged and new ones were 
established without any serious at- 
tempt to measure the total needs of 
the country in rubber products. This 
policy of ordering lightheartedly an- 
other rubber plant inevitably led to 
excess capacity, which was empha- 
sized by the fact that the industry 
has succeeded in constantly giving 
better and better products that last 
longer for a lower price. For ex- 
ample, a tire today runs ten times 
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FOR THE BUSINESS MAN 








MIDDLETOWN IN 
TRANSITION 


Robert S. Lynd & 
Helen Merrell Lynd $5.00 


This book is the result of one of the most 
amazing studies ever made of the average 
American community. The authors have given 
us, not merely a theory substantiated by 
random examples taken from some remote 
city’s history, but a documented record of a 
representative American town in every phase 
from which you can draw your own conclu- 
sions, 


A similar study, called MIDDLETOWN, was 
made by these same authors in 1925, which 
covered the period from 1890. This new book 
covers the decade following 1925, demonstrat- 
ing the changes since then, and emphasizing 
how this typical town reacted to the boom, 
the depression, and to the radically new poli- 
cies of Washington. Religion, social and 
educational activities, commercial practices 
and policies, boom and depression theories, 
city politics and community beliefs,—all are 
teviewed carefully and a wealth of new find- 
ings is set forth. This one book will give the 
teader more insight into the social processes 
of this country than five or six of the usual 
kind. We urge you to be sure and read it. 





FORTUNE'S BEFORE 


YOU! 
Charles J. Collins $2:00 


Here is today’s plan for investing! It is a 
plan that will enable you to reap the benefits 
of increasing better times and so lay the 
foundations of a substantial fortune, whether 
you have a few hundred dollars or a few 
millions. A book that can be read in a 
couple of hours FORTUNE’S BEFORE 
YOU! contains a great deal of terse and 
valuable comment that should not be over- 
looked. 


Here are some of the chapter titles: The Ideal 
Way of Making a Fortune—On These Three 
Laws Hang All the Profits—Bonds to Pre- 
vent Backsliding—Common Stocks to Move 
Ahead—Getting Acquainted With a Bull 
Market Leaders— Would War in Europe 
Stop the Recovery? — Investing $100,000 
More or Less. The general principles out- 
lined are the product of many years of obser- 
vation and they have been applied success- 
fully by many investors who are making a 
great deal of money. 
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SLUMP AHEAD 
IN BONDS 
L. L. B. Angas $1.00 


All those holding bonds at present should 
read this book. According to Major Angas, 
bonds will fall and the stock market receive 
a temporary sympathetic shock as a result 
of administrative acts to prevent a wild 
price inflation. Positive deflation of the 
recently inflated bank eredit currency will 
be necessary, and since almost every means 
of artificially deflated bank credit currency 
entails dearer money, and since the natural 
industrial demand is on the increase, he 
deduces that the bond market will fall. 

A most interesting conclusion reached by 
Major Angas is the startling statement that 
since the policy of the Government is to 
control both booms and slumps, the whole 
trade cycle that we have known for so long 
may now be dead. 





HOW TO WIN FRIENDS 
AND INFLUENCE PEOPLE 
Dale Carnegie $2.00 


The author, founder of the’ Dale Carnegie 
Institute of Effective Speaking and Human 
Relations, has trained more than 15,000 busi- 
ness and professional men, including some 
of the most famous in the nation. From his 
unique experience comes this fascinating 
handbook on the problem of getting along 
with people. 


You will find every line of HOW TO WIN 
FRIENDS AND INFLUENCE PEOPLE 


packed with practical down-to-earth psychol- 
ogy. You will be told, in Dale Carnegie’s 
staccato-like style, six ways to make people 
like you—twelve ways to win people to your 
way of thinking. You will be given ex- 
amples of letters that produced miraculous 
results—not to mention seven-rules for mak- 
ing your home life happier. This is a book 
that you owe yourself to read, and once read, 
one that you will want to own for ready 
reference. 








WHERE ARE WE GOING? 
E. C. Harwood $1.00 


Mr. Harwood, well-known for his unbiased 
views and accurate forecasts, again clears the 
fog from current issues and shows us what 
results we may expect from the drastic new 
policies of the present Administration. His 
conclusions will not encourage even the most 
optimistic, to say the least, and they are well 
worth your attention. 

After a short period of prosperity, he says, 
we will reach the aftermath of this inflation 
spree. “Unfortunately, a rising cost of living 
and bitter disappointment because of failure 
to reach the promised land will almost cer- 
tainly increase the class consciousness which 
is becoming so visible today. . . . The blunt 
wedge of inflation is being driven into the 
thrifty and industrious middle class of the 
nation. Those whom it does not destroy it will 
push aside, either to the upper level of those 
who are profiting by the process, or to the 
lower level of the thwarted, poorer classes.” 
Eventually, we will have a civil war, which, 
though probably bloodless, will have even 
more disastrous results than the first one. 
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as many miles as the one of fifteen 
years ago, and costs only one-fourth 
as much. 

As a consequence, the excess ca- 
pacity is felt keenly, and the rubber 
industry has become widely known 
for its ruthless competition and price 
wars. The units of the industry 
have been obsessed with the ideas of 
volume to cut costs, apparently pay- 
ing little heed sometimes to the 
amount of profit, or rather of loss, 
resulting from this craze for volume. 
These two shoals, fluctuating raw 
material prices and excess plant ca- 
pacity, have caused the number of 
companies in the industry to be deci- 
mated in the last 15 years. In that 
time the number of tire and tube 
manufacturers has declined from 
over 250 to 25, and mortality in the 
other lines has been almost as great 
proportionally. Those which now 
survive have undergone the ordeal 
by fire. For the past year or more, 
however, the industry seems to have 
recovered a better sense of balance 
between volume and profit, and to 
have developed a better spirit of co- 
operation and tolerance of the other 
fellow’s right to live. At the present 
time prices on all lines indicate a 
trend toward a sales margin above 
cost, except on rubber footwear and 
certain hard rubber items where spe- 
cial difficulties exist and a fairly 
prosperous period for manufacturers 
seems assured. 

Wage rates in the industry are 
among the very highest paid by any 
important industry in the country. 
It is worth noting, however, that in 
tires and most other lines labor costs 
are comparatively low, representing 
only about ten per cent of the total 
manufacturing costs. In footwear, 
though, where many operations are 
still done by hand, labor costs run 
much higher, about 30 per cent of 
total manufacturing costs. The rub- 
ber industry has had its full share 
of labor troubles in the last two 
years. In fact to it goes the unenvi- 
able distinction of being the first 
victim of a real sit-down strike in 
this country. For many months 
Akron has been in a state of constant 
unrest, and right now the Firestone 
plant has been closed for several 
weeks. Several companies have al- 
ready begun arrangements to shift 
part of their production from Akron 
to other parts of the country, and it 
appears likely that this decentraliza- 
tion of the industry will continue. 
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The necessary expenses of dis- 
tributing rubber products are not 
greater than those of other similar 
consumer goods, and are appreciably 
smaller than for many lines. But 
the distribution set-up of the indus- 
try has not been a model of logic or 
economic planning. To take tires 
again as an example, the principal 
outlets are: Dealers; company owned 
stores and branches; original equip- 
ment for automobile manufacturers; 
mail order houses; chain store ac- 
counts, including chain filling sta- 
tions. The last three outlets are the 
big volume accounts; the manufac- 
turers were out for their business 
with little regard for profit. At times 
they sold bigger and better discounts 
rather than quality of merchandise 
and service. These mass purchasers, 
benefitting from long discounts, then 
became the keenest competitors of 
the manufacturers themselves with 
other customers. Coupled with ex- 
cessive discounts were unreasonably 
liberal guarantees against road haz- 
ards, which led to heavy expenses 
for adjustments. As indicated above, 
recent months have witnessed a 
change in the discount policy, so that 
now even the automobile manufac- 
turer has to pay a little more than 
cost for his original equipment tires. 
And recently steps have been taken 
to eliminate unreasonable warranties 
against road hazards. 


For the time being, at least, the 
outlook for profits in the industry is 
favorable, and probably will con- 
tinue so for some time unless there 
should be a general business reaction 
of considerable magnitude. 

The prospective investor inter- 
ested in rubber stocks has four big 
companies from which to select. In 
addition there are some smaller units 
whose securities are easily market- 
able. The big companies have many 
things in common and it may safely 
be assumed that they will all rise 
and fall largely together. Even so, 
there may be differences of consid- 
erable importance within these lim- 
its. Although it is believed that the 
price of rubber will fall further over 
the near-term, one cannot help but 
take into consideration that the 
world is in an inflationary era and 
that there are always intermediate 
reactions in every bull market. 
Thus, those companies which are 
best situated from the standpoint of 
raw materials are probably in the 
best fundamental position. In this 


connection it might be noted that 
the plantation subsidiary of United 
States Rubber last year earned the 
equivalent of $1.28 a share on the 
parent company’s stock, but that 
these earnings were not taken into 


the consolidated statement, nor 
were any dividends paid to the par. 
ent company by its plantation sub- 
sidiary. Goodyear, too, is well 
situated in regard to raw materials, 
Of Firestone’s million acres only 
64,000 have been planted and of 
these only 16,000 will be producing 
this year. However, although im- 
portant, raw materials are not every- 
thing and before making his final 
selection the investor should give 
weight to capitalization and financial 
position, the leverage possessed by 
the common stock and the other fac- 
tors unusually considered. What- 
ever the final choice, it will be made 
with all the assurance that comes 
from knowing that the economic tide 
is favoring the rubber stocks. 





Stock Opportunities for In- 
come and Price Appreciation 





(Continued from page 108) 


months of the current year, net 
profit of $1,982,394 was likewise 
equivalent to $1.65 per share, as 
compared with a loss of $933,279 in 
the first three months of 1936. This 
year, the company will have the 
benefit of enlarged facilities and 
there is a strong possibility that 
operations will show a substantially 
higher average. 

Total funded debt outstanding 
amounts to $34,595,586 and _ there 
are 587,139 shares of 7% preferred 
stock, on which accumulated divi- 
dends total $26.25 per share. Reg- 
ular dividends are now being paid on 
the preferred stock and with the 
benefit of further improvement in 
operations, the company should ex- 
perience no difficulty in formulating 
a suitable plan for the elimination 
of preferred accumulations. The 
company’s capital structure is such 
that considerable leverage is im- 
parted to the 576,320 shares of com- 
mon stock outstanding, which com- 
prise only about 23% of total capt 
talization. Hence, in a period of in- 
creased activity and rising profits, 
earnings available for the common 
stock mount rapidly, once fixed 
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charges and preferred dividends have 
been covered. Financial position is 


| practically impregnable. 


At recent levels around 105, the 
shares selling more than 20 points 
under their 1937 high. Granting the 
rather speculative aspects of the 
issue at this time, nevertheless, it is 
possible to concede the shares con- 
siderable promise from the stand- 
point of potential price appreciation, 
in a period characterized by a further 
recovery in the demand for various 
types of durable goods. 


American Chain & Cable Co. 


Recent 
Price 


$4.11 $9.45 $4.00 90 


Earnings per Share Divs. Paid 
1935 1936 1936 
Few companies can claim a more 
conspicuous recovery in earnings 
than was scored by American Chain 
& Cable Co. in 1936. Last year the 
company’s gross sales increased more 
than 39% and net profit of $2,967,- 
789 was less than 10% under the 
previous high record in 1929. With 
only 250,517 shares of common stock 
outstanding, the company was able 
to show the equivalent of $9.45 per 
share earned last year, after pre- 
ferred dividends. This compared 
with $4.11 per share earned in 1935. 
All accumulated dividends on the 
old 7% preferred stock were dis- 
charged last year, partly in cash and 
partly through the exchange of the 
old 7% preferred for new 5% con- 
vertible preferred. At the end of 
the year, the latter issue was out- 
standing in the amount of 109,803 
shares. The company also had out- 
standing $1,140,000 serial notes, hav- 
ing discharged $510,000 of this ob- 
ligation during the past year. 
American Chain & Cable Co. is 
one of the world’s largest manufac- 
turers of chains, its products ranging 
in size from small plumber’s chains 
to huge anchor chains and include 
the well known Weed tire chain, used 
to prevent skidding. In addition, 
however, the company produces an 
extensive line of automobile acces- 
sories such as bumpers, jacks, uphol- 
stery springs, brakes and complete 
garage equipment. The company 
makes bridge cable and wire ropes, 
the latter used extensively on air- 
craft and yacht riggings; also wire 
fencing, wire nails, razors and razor 
blades, malleable castings, bar iron 
and machine shop equipment. This 
widely diversified group of products 
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places the company in an excellent 
position to participate in general 
business recovery on a broad scale. 
On May 20, next, stockholders’ 
meeting is scheduled at which time 
the company’s proposal to split the 
common stock three-for-one will be 
voted upon. Currently _ selling 
around 90, the shares are reasonably 
priced in relation to 1936 earnings 
and particularly so in relation to 
potential earnings this year. More- 
over, a strong financial position, sug- 
gests the likelihood that the com- 
pany will either increase the present 
$1 quarterly dividend or pay a lib- 
eral extra this year. On the whole, 
therefore, the shares may be con- 
ceded well founded merit both for 
current income and longer term price 
appreciation. 





Bright Outlook for Farm 
Equipments 





(Continued from page 101) 


for a 1l-month period. Sales for 
this period increased 17 per cent to 
nearly $255,000,000, and were less 
than 25 per cent under 1929. Net 
income increased more than $10,- 
000,000 to $29,760,372, equal after 
preferred dividends to $5.66 a share 
on 4,245,755 shares of common 
stock. In 1935 earnings on the com- 
mon were equivalent to $3.27 a 
share. Dividends amounted to only 
$2.50 a share last year and as a con- 
sequence the company paid a sur- 
plus profits tax of $2,000,000, or 47 
cents a share. Truck and tractor 
sales recorded the largest gains last 
year; foreign business increased 
about $10,000,000 to $58,782,000; 
and collections were materially bet- 
ter. Last year the company spent 
more than $10,000,000 for additions 
and improvements, although cash, 
marketable securities and gold bul- 
lion was only moderately less than 
at the close of the preceding year 
and totalled $69,028,079. Net work- 
ing capital amounted to almost 
$240,000,000. The company has 
always practiced the most conserva- 
tive policies and liberal reserves 
have been set up to cover possible 
losses on receivables, inventories and 
foreign accounts. Financial position 
is impregnable and the company 
may be the only major member of 
the industry which will not. have to 
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look for outside financial assistance. 

On the strength of the promising 
outlook, not only for the farm equip- 
ment industry but the other lines in 
which the company has a heavy 
stake, it is practically certain that 
current earnings will be substantial- 
ly in excess of the present $2.50 divi- 
dend. An increase or a generous 
extra would appear to be a logical 
expectation and the shares, all 
things considered, appear to repre- 
sent sound value at prevailing quo- 
tations around 104. 


Deere & Co. 


Although quite some smaller in 
size than International Harvester, 
Deere & Co., nevertheless, is the sec- 
ond largest factor in the industry. 
The company is the largest manu- 
facturer of steel plows. Last year, 
Deere shared generously in the re- 
vival of equipment purchasing the 
sales increased 40 per cent and net 
income of $11,601,306 compared with 
#6,105,452 in 1935. Earnings avail- 
able for the common stock, out- 
standing in the amount of 1,005,000 
shares, were equal to $9.42 a share 
as against $3.93 the previous year. 
Like International Harvester, the 
company’s accounting methods are 
ultra-conservative and _ substantial 
reserves have been allotted to re- 
ceivables and inventories. Includ- 
ing cash of about $4,000,000, cur- 
rent assets showed a ratio to cur- 
rent liabilities of 7.3 to 1 at the end 
of last year. During 1936, $10,314,- 
491 was added to the company’s re- 
ceivables, with the result that this 
balance sheet item represented 67 
per cent of total current assets and 
would seem to constitute something 
of an obstacle to dividends as gener- 
ous as might be suggested by recent 
earnings. Also back dividends of 
$1 a share on 1,550,000 shares ($20 
par) of preferred stock must be 
eliminated before dividends on the 
common can be resumed. Inasmuch 
as the company’s fiscal year ends 
October 31, this will be the first year 
in which earnings will be subject to 
the surplus profits tax and borrow- 
ing may be resorted to in order to 
avoid a heavy tax, and at the same 
time leave the company with suffi- 
cient working capital. 


F. E. Meyers & Bro. Co. 


Although comparatively modest 
in size, F. E. Myers & Bro. Co., man- 
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ufacturing farm operating equip- 
ment, including pumps, water sys- 
tems, door hangers, hay tools, etc., 
was successful in maintaining opera- 
tions on a profitable basis through- 
out the depression, and a dividend 


was paid in every year. Last year 
the company earned the equivalent 
of $4.93 a share on the 200,000 
shares of capital stock comprising 
the entire capitalization. This com- 
pared with $3.26 a share in 1935. 
Dividends totalling $2.75 a share 
were paid last year and a payment 
of $1 was made in March. Favored 
by the prospect of a further increase 
in earnings this year, accompanied 
by liberal divends, the shares around 
64 appear reasonably priced. 


Oliver Farm Equipment 


Oliver Farm Equipment, the fifth 
ranking unit, reported a sales gain 
last year of 53 per cent and opera- 
tions were in the black for the first 
time since 1929. Net income of $1,- 
153,640 was equal to $4.24 a share 
on 272,074 shares of capital stock. 
This year, on the basis of a reported 
sharp upturn in sales, the company 
may earn more in the first six 
months than in the entire 1936 year. 
Unfortunately, however, the com- 
pany has bank loans in excess of 
$2,000,000, and under the terms of 
an agreement with the banks no 
dividends can be paid without the 
banks’ consent. Late last year the 
company planned to raise additional 
working capital through the sale of 
stock, but subsequently withdrew its 
S E C registration statement and 
the stock offering has been post- 
poned indefinitely. 





Building Recovery to 
Continue 





(Continued from page 85) 


deliveries of refined copper in March 
were practically double that of 
March, a year ago. Lumber produc- 
tion has increased about 45 per cent 
since the beginning of 1936. The 
increased supply of such materials 
should at least exercise a sobering 
influence on prices over the balance 
of the year. 

There is another important factor 
frequently overlooked in appraising 
the cost factor in building. During 


the past decade or so, standardizg. 
tion of materials, new construction 
technique and lower financing cost; 
have greatly reduced the over-al} 
cost of home building, although sta. 
tistics on costs seldom take these 
changes into account. In order to 
illustrate this point, the availabk 
F. W. Dodge data on home building 
permits has been taken on both a 
basis of the dollar value of such per. 
mits and a basis of the physical vol. 
ume represented. This enables us to 
arrive at an average figure of value 
per square foot of space—a measure 
that reflects cost in terms of what the 
new home buyer actually buys and 
presents some interesting compari- 
sons from year to year. For example, 
this “cost” averaged approximately 
$5 per square foot in the five year 
period 1925-1929, with a range of 
$4.92 in 1925 and $5.19 in 1927. By 
1933, this figure had fallen to $3.42 
per square foot, increased sharply to 
$3.88 in 1934 but then declined to 
$3.60 and $3.53 respectively in 1935 
and 1936. In the first quarter of 
1937, this calculated average cost 
was $3.77 a square foot. Some al- 
lowance must be given for the fact 
that this method of calculating unit 
cost fully reflects the savings in 
building that are possible through 
the winter months. In the second 
quarter, this cost will increase even 
though labor and materials remain 
unchanged. The important point, 
however, is that the unit cost of 
home building under present meth- 
ods of construction shows an aver- 
age of about 25 per cent less than in 
the last building boom and slightly 
less than in 1934, when building was 
at a low ebb—a decidedly more fa- 
vorable relationship in any event 
than indicated by the available 
building cost indexes. 


Demand for new homes rather 
than the cost of new homes appears 
likely to be the determining factor 
in the 1937 trend of home building. 
The most important demand factors 
appear to be decidedly favorable. 
The potential housing shortages of 
the past few years have not been al- 
tered by the new building volume 
to date. Increasing purchasing 
power is translating potential home 
shortages into positive home buy- 
ing. Recent surveys have indicated 
that single home vacancies have vir- 
tually disappeared in many sections 
and are narrowing in others—this in 
spite of the larger volume of home 
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building to date. Mortgage money 
js not only more abundant than in 
the past, but is available to the pros- 

tive home buyer on terms, as 
represented by FHA mortgages, 
that are attractive as a sales feature 
of the development type of building 
which constitutes the bulk of the 
present home building activity. 

Finally, from the standpoint of 
the building supply companies, fur- 
ther substantial increase in both 
sales volume and profits appears to 
be a reasonable expectancy, not 
only for the balance of 1937 but 
probably for several years to come. 
In so far as building costs are con- 
cerned, it must be kept in mind that 
part of the higher costs are the re- 
sult of increases in prices by the 
manufacturers of building materials 
and equipment. Having consider- 
ably expanded plant operations since 
the depression the majority of these 
manufacturers probably would pre- 
fer to see costs held to a level that 
would not discourage new building, 
since they could increase profit mar- 
gns on an _ expanding volume 
through greater plant efficiency and 
lower unit production costs. How- 
ever, these manufacturers appear to 
be in a position to benefit from in- 
creasing national expenditures for 
new home building, whether at 
higher or lower costs, whether from 
private or Government funds, 
whether from individual home build- 
ers, from development builders or 
from multiple-resident construction 
such as apartment houses, hotels or 
low cost housing developments. 





Outlook for Railroad 
Earnings 
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financing this year may reach $300,- 
000,000. 

Total funded debt of the roads is 
more likely to decline over the next 
few years than to increase, because 
tefunding operations by strong sys- 
tems will continue and debts of re- 
ceivership roads— which now ac- 
count for 27 per cent of railway 
mileage — will be scaled down in 
teorganizations. Since this is a ma- 
ture industry, as heretofore noted, 
there is no need, generally speaking, 
for any large scale, bond-financed 
expansion. Over the past twenty 
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New York Curb Exchange 





ACTIVE ISSUES 


Quotations as of Recent Date 


Name and Dividend 
Alum. Co. of Amer.......... 
Amer. Cyanamid B (*.60)..... 
Amer. Gas & Elec. (1.40)..... 
Amer, Lt. & Tr. (*1.20)....... 
Amer. Superpower........... 
Assoc. Gas & Elec. “A"..... 
CRIES SENIOR. 6555 cbse ccs 
Cities Service Pid............. 
Colum. G. & E. ev. Pfd. (5).... 
Colum. Oil & Gas ({.20)..... 
Consol. Aircraft............. 
CORSON. CODDET< <o5c cn ccicecs 
Consol. Gas Balt. (3.60)...... 
Creole Petroleum (+.50)...... 
Eagle Picher Lead ({.10)...... 
Elec. Bond & Share.......... 
Elec. Bond & Share Pfd. (6)... 
Ex-Cell-O A. & T. (¢.20)..... 
Ford Mot. of Can. *A" (1)... 
ee Ae ee 
Glen Alden Coal (*1)........ 
Gulf Oil of Pa. (1.25)........ 
Hudson Bay M. & S. (1)...... 
Humble Oil (1.50)... ....... 
Imperial Oil (°.50).......... 


1937 
Price Range 
High Low 
177% 120 

35%, 265% 
48%, 33 | 
26% 19 
3 1% 
5% 2%, 
5%, 3% 
60 46% 
104%, 74 
10% 6% 
33%, 221%, 
115 TH, 
8914 73 
38 281 
27% 18 
2814 16% 
87%, 73 
27%, 18%, 
2934 221/44 
38% 18% 
15 1114 
63% 5214 
42 27 
87 76% 
24 20%, 


128% 
2756 
34 
19% 

1% 
2% 
3% 


772 
20% 


1937 
Price Range 
Name and Dividend High Low 
fron Fireman (1.20)........... 27%  20%4 
Jones & Laughlin............ 126%, 90% 
Lake Shore Mines (*4)....... 59%, 47% 
i ree 16% 9% 
Molybdenum............... 11% 8 
National Belle Hess.......... 3% 2 
National Sugar Ref. (2)....... 28 25 
New Jersey Zinc (*2)........ 944, 17% 
Newmont Mining ({.75)...... 13534 10314 
Niagara Hudson Pwr.......... 16% 11% 
Niles-Bement-Pond (1.50)..... 51 4014 
No. Am. Rayon “A" ($.50).. 50% 35% 
Pan-Amer. Airways (*1)...... 5% 59 
ee 9%, 514 
Penroad Corp. (7.25)......... 53% 4% 
Pepperel Mfg: (°6.00)........ 151 121 
Pitts. Pl. Glass ($1.00)........ 14714 125 
Sherwin-Williams (*4)........ 1543, 131 
South Penn Oil (*1.50)....... 48 42 
| eee e ee 13% 8 
United Lt. & Pw. "A"....... 1114 61% 


United Lt. & Pw. cv. PE. CI.“A" 75% 43 
t Paid this year. 
* Annual rate—not including extras. 
t Paid last year. 


21 
100 
47% 
11% 
8% 
2% 
26% 
79 
105 
11% 
42%, 
43 
6014 
4% 
133 
125 
131 
425% 
9% 
6% 
45 





Bank. Insuranee and 
Investment Trust Stocks 





ACTIVE ISSUES 


Quotations as of Recent Date 


BANK AND TRUST COMPANIES 


INSURANCE COMPANIES—(Continued) 





Bid Asked Bid Asked 

oi Rr ee 68 70 on |! rr 33 35 
Bank of Manhattan (1.50).......... 3314 3514 gL | i Saree 64 66 
Bank of N. Y. & Trust (14)......... 455 465 ga | A a re 33% 351% 
Central Hanover (4)............... 125 128 Ins. Co. of North America ({2.50)... 27% 29 
a ae ee 51 53 Maryland Casualty................ 6% 7 
Chamton (1.60): oases cee. 6314 6514 National Fire (2)...............--- 593%, 61%, 
MD aed cic ciiisiv nde oh eee ee 45 47 PROGHMT CIDIOs 565i ccc cccccssess 8414 88h 
Corn Exchange (3)................ 63 64 Sam Rilo Cat. 03.75). 502 cc ccccccs 625 675 
First National (100)............... 2185 2225 WORRIED oo iikvieskilen cdieinesiese 461 471 
8 |) a 344 349 United States Fire ({2.50).......... 5114 5314 
oS) ae 16 17 Westchester F. (11.40)............. 32 34 
Manufacturers (2)................. 5414 561% 
Jo aids as ot ORCC COO nee 128 131 INVESTMENT TRUST SHARES 
United States Trust (t70)........... 1780 1830 Amerex Corp.......-.-.- 0-000 0 28% 29% 

BE Tee WVONO $5 6c iius cccacess -50 .70 

IN oe Gia cichesisicesaincomes 20%, 22% 

INSURANCE COMPANIES TIN, acneesvnvenacessca 26.08 28.10 
a 42 44 incorporated Investors.............. 24.31 aes 
Amina URS TAG)... o:0ccccicccscs 27% 29 IN I so 55555550 50 ec ae%ecnic 9.56 10.47 
pk EL) ee 501% 5214 Massachusetts Fund................ 27.39 29.06 
Fireman’s Newark (.30)............ 103g 11% Quarterly Income Shares........... 17.25 18.90 
a a re 40 42 Spencer Trask Fund................ 20.50 21.13 
Globe & Rutgers.................. 62 65 Uselps Voting Shares.............. 92 1.00 
Great American ({1.20)........... 25% 27% t Includes extras. 
131 


years aggregate funded debt of the 
railroads increased about 16 per cent 
while gross property investment in- 
‘ creased about 45 per cent. Indeed, 
after 1923, when the wreckage left 
by the period of Government opera- 
tion had been substantially rehabili- 
tated, the debt line became almost 
static. In the boom years 1924-1929 
rail debt expanded less than 5 per 
cent. During the past two years re- 
funding operations by railroads have 
totalled nearly $1,000,000,000, re- 
sulting in substantial savings in 
fixed charges. 

Balancing all of the favorable fac- 
tors against the well known ob- 
stacles and uncertainties in the rail- 
road picture, what conclusion may 
the investor and the speculator logi- 
cally arrive at as to the prospect for 
rail equities? 

Well, secular growth cannot be 
counted on as in some new indus- 
tries, but there is apparent prospect 
of a very substantial recovery in 
earning power of a purely cyclical 
nature, given continuation of the 
general recovery movement. From 
the present perspective it is quite 
impossible to forecast whether 
equity earnings will ever recover to 
the fat levels of the ’twenties—when 
quite a few roads earned from $10 
to $20 a share and the best equities 
commanded well above $200 a share 
—but present prices of these stocks 
are discounting no such possibility. 

On the contrary, equities of some 
of the best roads in the country are 
so priced at present that recovery 
of even half of former maximum 
earning power would justify hand- 
some appreciation. In our view, re- 
covery of that degree of earning 
power or more is not only possible 
but probable. 

For obvious reasons, most rail 
equities should be appraised from a 
speculative point of view—but for 
that matter the same applies to the 
great majority of all common stocks. 
As abundant experience shows, rare 
indeed is the stock that can be 
safely bought for permanent invest- 
ment and tucked away in the “box” 
for keeps. We would not wish to be 
holding rail equities—or much of 
anything save cash or gilt-edged 
bonds—when and if another serious 
depression came along; but that 
would now be a premature: worry. 
Meanwhile, for a ride during the 
next year or two, this analyst would 
rot be surprised if the rails—one of 
the last major groups still available 
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in a depression price range—showed 
their heels to quite a few of the in- 
dustrial equities which were promi- 
nent in the 1935-1936 advance. 





Happening in Washington 





(Continued from page 83) 


Salary publicity repealer voted by 
House faces opposition in Senate. 
But if Senate passes it, the S E C 
may take the cue and reverse its 
policy of giving greatest possible 
publicity to corporation salaries. 


Speculation warning given govern- 
ment employees by Roosevelt is ex- 
plained simply as good advice to 
everybody, but the wise boys are 
saying it shows the Administration 
foresees imminent increase in se- 
curity prices. 





Consolidated Edison Co. 





(Continued from page 105) 


interest charges are, of course, re- 
curring in that they will continue 
from year to year. They are, how- 
ever, not necessarily “dynamically” 
recurring savings in the sense that 
they will become larger year by 
year. On the contrary, the greater 
part of what it is possible to do in 
the way of refundings has been 
done already and, while the com- 
pany might make some savings 
in interest on the New York 
Steam and certain other obligations 
of the System there is not much 
scope left for additional benefits in 
this direction. Moreover, it is to be 
noted that the decline in the bond 
market has made refundings harder 
and less profitable. This is a point 
that has a bearing also on what 
would happen should Consolidated 
Edison be obliged to enter the mar- 
ket for “new money” to expand its 
facilities. So far as savings from the 
simplification of corporate structure 
are concerned, these, too, are close 
to their peak and, while they will be 
recurring in the same sense that the 
interest savings are recurring, the 
end of this year should see about the 
exhaustion of the possibilities of 
further progress. 

Turning now to the adverse fac- 


tors: if the ninety-one thousag 
common stockholders of the Coj 
solidated Edison Co. have anythig 
about which to be really afraid, 
comes under tk head of “politics 
Economically, cuseir position is 
good one. They might reasonably @& 
pect to be beneficiaries of the var 
ous savings their company has ¢ 
fected, in addition to being bene 
ciaries of the larger profits whit 
would normally be derived from ip 
creasing demand for electricity, g, 
and steam. And this, despite 
higher costs of providing the se 
faced by their company. On th 
other hand, it is “politics” th 
makes the New York City authom 
ties want to erect a “yardstick 
plant: it is the same thing that loom 
large when local assessments are it 
creased and additional taxes im 
posed: finally, rate reductions om 
dered by the Public Service Com 
mission are frequently not withoul 
their “political” tinge. Fortunately, 
while there are still politicians whg 
believe that there is capital to } 
made out of baiting the public util 
ties, the situation as it effects thi 
big New York public utility shows 
signs of improvement. Before theré 
can be a competing municipal plant 
legislation must be passed and tht 
menace can hardly be considered aif 
active one at the present time. Af 
for rate reductions, the majority of 
the disputes pending were settled 
last year. As a matter of fact it ig 
barely possible that we are not far 
from the miracle of a real under 
standing between those that regulaté 
and the regulated. At the last am 
nual meeting of Consolidated Edi 
son, Mr. Carlisle suggested that thé 
“Washington Plan” of sliding rates 
for New York City might be only 
awaiting the completion of the cor 
porate simplification program. Anyé 
thing of this nature would be prog? 
ress indeed. 


The improvement in the political 
atmosphere, coming as it does om 
top of the bright prospects for in 
creasing demand, appears to swing 
the weight of the evidence to thé 
favorable side. Consolidated Edisoml 
might earn the equivalent of welll 
over $3 a share this year and, if 80, 
stockholders could reasonably expect! 
to be paid dividends totalling at 
least $2.50, or 75 cents more thal 
was paid in 1936. This would be & 
high return for a stock selling today) 
for well under $40 a share. 
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